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THE POST-WAR OUTLOOK’ 


To fix the bearing of what I have to say, it is at the outset weli to 
make clear my point of view. 

I believe that the democratic political movement in the civilized world 

likely to overbear all opposition: that the immediate political future— 

hope, also, the ultimate political future—is with democracy. Thus, I 
.m concerned to examine the terms on which the political democracy of 
the future can be an enduring and a worth while thing. 

I am, that is to say, convincedly—even, I suspect, dogmatically—a 
democrat, in the sense that I believe thoroughly in popular government, 
in the equality of individuals, in political rights and responsibilities, as 
‘Iso in the high and substantive value of freedom in its own behalf. I 

) not, however, ascribe to political freedom any essential sanctity of 
ultimate or natural or inevitable rightness. I hold it, instead, to be an 
issue of time and place and circumstance, as fit only for those people 
that are fit for it. Democracy may easily approach to the worst of 
all forms of government—in danger of being no government at all, but 
mere license, disorder, revolution and counter-revolution—in the de- 
gree that any people falls short of meeting its severe requirements. A 
populace incapable of understanding its own needs, but attempting to 
rule in its own interest, is almost certain to blunder into its own great 
harm. It might better rely on such incidental welfare as may befall 
from an intelligent and efficient government conducted primarily in an- 
other interest. The present cult of democracy is undiscriminating. 
But democracy at its credible best carries with it the highest assurance 
of human welfare, precisely because it is the only government in which 
the welfare of the governed becomes the direct and the ultimate prob- 
lem of the governors. 

Political democracy is doubtless as readily possible in a collective as 
in a competitive economic order; perhaps, indeed, is more easily pos- 
sible, in the sense of making call for a less vigilant intelligence. But I 
am not a socialist, if for no other or better reason than that I am un- 
able to make out what the socialistic ideal—the family writ large, the 
brotherhood of man—would concretely turn out to be or do. I just 


1 Presidential address delivered at the Thirty-third Annual Meeting of the Ameri- 
can Economic Association held in Atlantic City, December 29, 1920. 
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don’t get it. But further I hold with the practical working necessity 
of competition, and of competition within, as well as without, the eco- 
nomic field—only that also I seem to myself to know that it is not all 
wholesome, and that some of its unregulated workings are pernicious 
and extremely dangerous, not merely directly to the general welfare 
but to the very perpetuity of competitive institutions. A regulated 
competition I take to be imperative, if competition is to be and to re- 
main a tolerable system. Successful competitive institutions, I hold, 
require an intelligent guidance, which, so far, they have measurably 
lacked, and in that lack have seriously and essentially suffered. The 
‘most dangerous menace to the competitive order I take to be with those 
partisans of it who resist resolutely all change or amelioration of it. 
There is a better service. Lowell, we recall, could best attest his love 
of his country by his intense loathing of its shame. I hold, as for that 
matter do also the Guild Socialists, that no system, thoroughgoing and 
systematically noncompetitive, could be tolerable at all. But the com- 
petitive system needs to be made tolerable and, as I hold, can be made 
tolerable, but not by the method of eliminating all coercive regulation 
and restriction of it. 


Essential, therefore, to the success of those voluntary coéperations 
that are the characteristic traits of competition are the compulsory co- 
operations that are in ultimate principle socialistic. Government, for 
whatever there is of it, is so far an expression of the collective prin- 
ciple. Believing, therefore, in the present order of society in its gen- 
eral outlines, I believe also in the limited acceptance of the socialistic 
principle. To get along without government—a systematic and un- 
limited individualism, the competitive principle at its utmost extension 
—I esteem as little as a government coercive over the entire economic 
field, an unlimited and systematic collectivism. 

So much as this, however, is obviously neither a radical nor a con- 


servative pronouncement. Instead, it is a mere commonplace of prac- 


tical policy. In the very institution of government the commonsense. 


of the world has recognized the necessity of limitations imposed on in- 
dividual activities, gain getting as well as other. Systematic laissez 
faire is as thoroughly discredited as systematic collectivism ought to 
be. The antithetical principles of liberty and of compulsion are good, 


each in its own place and degree. The problem is one of articulation 
and of adjustment between them. Wherever the ends or the methods of 
individual striving conflict with the common good, there is the sphere of 
the state, restrictive or coercive. Such is the plain meaning of the law 
and order jurisdiction, the enforcement of contracts, the decree of 


damages against torts, the enactment of pure-food laws, the license 
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or the regulation of products and of markets. When the individual 
effort at gain appears to concur with the common good, as in the grow- 
ing of corn or the spinning of cotton—perhaps also in the culture of 
silk and in the providing of champagne, face powder, and cigarettes— 
the state may well keep hands off. All interference is a question of 
expediency and not of ultimate ethical imperatives, a problem of the 
costs and perplexities of the attempted control set over against the 
putative good to be achieved. But government, the coercive control of 
some things, is as necessary as are any of the things controlled. It is 
only the anarchist that condemns all collectively coercive activities. 

There is, then, as little validity in the wholesale denunciation of col- 
lectivism as in the wholesale advocacy of it. The all-inclusive govern- 
mental problem is to conform the working of individual activity to the 
interests of the common welfare. For it is obvious that the sum of 
individual welfares can report the sum of general welfare only so far 
as the individual good is attained neither through parasitism nor pre- 
dation. A rational society will combine liberty and authority. Always 
the problem is to draw lines of wise adjustment between the antithetical 
principles. Subjected, then, to the test of the common good, neither 
collectivism nor individualism can make its exclusive case. The prox- 
imate ideal of society, perhaps also the ultimate ideal (about this last 
I know something less even than I care) is that of individualism, col+ 
lectively controlled and supplemented—competition under collective 
limitation. Never in society has there workably been, nor ever, as I 
hold, will there wisely be, nor ever—in the absence of cataclysmic and 
disastrous change—will there credibly be a systematic collectivism or 
a systematic individualism or, for that matter, a systematic and logical 
anything else. Under conditions of orderly and wholesome develop- 
ment, systematic collectivism equally with systematic anarchism is a 
dream of mad logicians. As well look for flourishing life under abso- 
lute zero of cold or in unlimited heat. Societies are not thus monistic. 
They are dualistic in principle of organization, precisely because they 
are societies made up of individuals. 


I protest then against the wastes of intellectual energy and of prac- 
tical effectiveness that attend the division of forward-looking men into 
opposing doctrinaire schools of thought as to ultimate ideals in social 
organization or as to the ultimate destination of society. I urge that 
all constructive emphasis be centered on the near-by things. The thing 
to do is always the next thing. It is a tragic waste of social forces to 
divide on remote and rear-ground issues. The immediate problems are 
difficult enough and are pressing. With the ameliorative program so 
conceived and so limited, the agreements are vastly more important than 
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the differences. Only so can the next things get done. Single-taxers 
and socialists, for example, should postpone their issues of ultimate in- 
stitutional programs—their antithesis of individualistic as against col- 
lective ethical presuppositions—so long as the doctrinal positions con- 
cur in proscribing private property in natural bounty. Only when prac- 
tical policies diverge because of differences in theory are theoretical 
dissensions to the purpose. When what to do is not at issue, it is folly 
to fall to quarreling about why. The immediate problems of progress, 
the policies common to programs ultimately divergent, are enough to 
absorb all present attention and effort. So long as for every type of 
progressive thought, a step is recognized as in the right direction, it is 
mere blundering to complicate the case with the issues that can wait— 
that as unactual are for the purposes unreal, Go along with your 
neighbor till your paths diverge. To the socialist all merchandising 
is parasitic. To me, these activities tend merely to proliferate into 
extreme wastes. There should then be agreement on measures of limi- 
tation—say, high license taxes. If actual taxation is working regress- 
ively on private wealth and income, socialists and individualists may 
unite in efforts toward a system less obnoxious to the ideals of both. 
Higher inheritance taxes? Yes, say I, who, in order that the competi- 
tive system may both endure and deserve to endure, would check eco- 
nomic stratification, would hinder the emergence of differentials and 
handicaps: if also the socialist says yes, as directed by his opposition 
to private property in general, we can so far work together instead of 
at cross purposes. Our differences are not actual. We desire the 
same particular thing, the thing at hand, only for different ends. 
Join we then to get the thing that we both now want. Later we may 
contest in another field. Sufficient unto each day are the quarrels 


thereof. I advocate progressive taxation in general in order to mitigate 
the economic inequality that in my view is putting in hazard the politi- 
cal and economic democracy of the competitive order. If to my so- 
cialistic neighbor the same policy appeals as a step toward the aban- 


donment of the competitive order, it is still true that on either basis of 
policy the thing is good. Our hopes diverge merely as to what will 


come of it. I would have the officers of justice public functionaries, 
and justice free—not dear, and therefore only for the rich, and there- 
fore not justice—as also now I approve of free schools and free police 
protection: and all of this not because I am a socialist but because I 
am not; because, solicitous to preserve the competive order, I fear and 
deplore its inadequacies and excesses. Some among all the things that 
the socialist condemns I also condemn, but from the standpoint of an- 


other i {ot in denying his criticisms where they are due, b 


admitting and then helping to remove them, is my best service to my 
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cause. That also the socialist wants these ameliorations because he is 
a socialist, leaves it none the less true that he wants them. So far 
we may work together. Because I desire equality in competition, I 
want to be rid of property in privilege, in tolls, in restrictions of out- 
put, in nostrums, in every ill good-will. With whomsoever also wants 
to be rid of them I am glad to make common cause. I want a fair and 
intelligent and adequate trial of the possibilities of competition for 
human welfare, before the question of its abandonment for unknown 
things is to attain the dignity of a present issue, Thus with another 
man who takes these methods of amelioration of the existing order as 
merely steps toward getting altogether rid of it, I have no present 
quarrel. That he wants to improve it is enough for me, no matter what 
may be his ultimate end. I also want to improve it—to the ultimate 
end of preserving it. So improved, I hold it likely better to serve the 
ends of human life than any new thing that he can offer as substitute 
for it. My mistake? It may be. We shall see about it then. Mean- 
while now he is welcome to his own line of prophecy, as later, in its due 
and appropriate time, he will be welcome to his own line of effort, di- 
vergent from mine, 


And now I arrive at positions perhaps more controversial. The so- 
ciety to which as working ideal I pin my faith is a consistently demo- 
cratic society, a society of competitive equality; not, however, a so- 
ciety of economic equality, so far as individual powers and accomplish- 
ment must and will differ, but of inequality limited solely to differences 
in individual ability and achievement; a society free of differentials of 
privilege or of inherited opportunity; a society in which men may be 
unequal solely by the title of individual gifts and accomplishment, but 
equal still in all their objective conditions; a society of equality only 
in the sense of equality of opportunity, where it can be only in the sub- 
jective sense, never in the objective, that a man have no chance, that 
he arrive in the world not less obviously damned into it than born into 
it. And this means that a competitive society progressively stratifying 
through the passing down from one generation to another of the dif- 
ferentials inevitably emerging in each generation, I hold to be a so- 
ciety that by the test both of its worth and of its promise of endurance 
is grievously sick. 

This credo, I admit, or that part of it that sounds in the ethical 
emphasis, makes a not much better claim to validity than may attach 
to any mere act of faith. Such with me in point of derivation it doubt- 
less was. I offer now no support of it; though, as ex post facto to its 
getting, I think I have come into some reasons for holding it—con- 
siderations of the aggregate serviceability of income, of competitive 
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consumption, of standards of living imposed by the haves that can and 
pursued by the have-nots that can’t; of the rainbow fading-out of 
affirmative enjoyment into drab necessity; of the racial menace of de- 
clining birth-rates; of the dreary futility and the spreading harm of 
the decorative life for women—dquestions for the discussion of which 
there is here no time. 

All the more urgently, then, not as matter of inscrutable faith but 
only of sheer factual outlook, I stress my assumption that democracy is 
coming. And, if so, I insist, economic institutions that shall make 
room for it there must imperatively be, on penalty ultimately of a 
fundamental reconstruction of society or of the debacle of civilization. 
New social forces are preparing. With the man whose ideals of worth 
incline to political or economic aristocracy I offer, I repeat, no confi- 
dent issue. His faith—just another faith it is—may be the right one 
as to the organization of society which, if attainable and workably 
enduring, would be best. It is doubtless arguable that with the in- 
telligent, according to the test of their own or their progenitor’s suc- 
cess in the pecuniary competition, shall wisely go the governing of 
society, while the rest of us shall accept our welfare as an incidental 
by-product of a government conducted by them in furtherance of their 
own interests and purposes. But I judge that in any case this is not 
to be. In this connection I note a recent declaration of faith by Mr. 
Charles M. Schwab: “I am not a socialist. I believe in aristocracy; 
but only because I believe that the aristocracy of this country is the 
aristocracy of men and women who do things—the aristocracy of ac- 
complishment.” More important with me, however, than the faith that 
the aristocratically competitive order ought not to be, is the factual 
conviction that it cannot enduringly be, and that the effort to achieve 
or to maintain it is fraught with great intermediate dangers and pen- 
alties. I proceed on the frank assumption that, for better or for worse, 
political democracy is to come, and that, as intelligently as may be, 


place must be made for it 


But it is neither mere faith nor dogmatic prophecy to assert that 


political and economic democracy cannot exist apart. It is a foolish 
temerity and an improvident stupidity to attempt to articulate politi- 
cal democracy with economic aristocracy. One or the other must in the 
long reckoning perish. On the issues both of fact and of worth I ama 
democrat in the economic sense because I am a democrat in the politi- 
cal sense. I take it, therefore, that the modern world has to face the 
question whether it will have political democracy under the competitive 
order as over against some form of democratic collectivism. This issue 


needs squarely to be faced. To plan for competition and for aristoc- 
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racy is to hazard both. I plead for radicalism to conservative ends, 
for a progressive conservatism. 

I hold it, therefore, to be our enduringly serious blunder in the con- 
duct of the great war that we failed to realize the long meanings of the 
fnancial policies that we followed. We have now promptly to take ac- 
count of our newly emerging dangers. In point of degree the war has 
vastly added to the perplexities of our institutional life by further solidi- 
fying the economic stratification of society. The world has now to 
reckon with 250 billions of war debts. The peace with Germany was 
made to turn upon adding to its domestic war debt further billions of 
debt to be externally held and collected. Consider the domestic debt 
alone. These forty billions of war bonds are a promise that for an in- 
definite future from the taxpayers of Germany the bondholders shall en- 
joy a two billion dollar revenue. We did not substitute our own claims 
for these but added ours to these—and all of this is our solicitude for the 
domestic peace and the institutional democracy of Germany. Not only 
do we leave it to the German taxpayers instead of to the malefactor 
classes to provide our scant indemnity—and to our own taxpayers to 
meet the deficit—but we allow to the malefactor classes two billion dol- 
lars of annual revenues at the cost of their victim classes—enhanced 
class wealth and enhanced mass poverty—not that we have so little 
care but so little understanding of democracy and its needs. Even if 
the rulers of Germany shall cease to plot wars, the peace which we leave 
to the German people they cannot abide. For them it is an intolerable 
poverty that has its cause and correlate in class wealth. Germany will 
hardly win through to democracy excepting on terms of some sort of 
repudiation; peaceable conceivably, disorderly probably, revolutionary 
possibly. We have made no gift of democracy. Democracy is, I still 
believe, to arrive in Europe, but only as the need and aspiration gain 
the necessary strength to override the new barriers that the war has 
erected and that the peace has reinforced. 

I urge, in sum, that the present problem of the institutional conserva- 
tive is the establishment and the maintenance of economic democracy. 
Failing of this, we shall at the best provide solely the forms but never 
the realities that are at the heart of democratic institutions. We shall 
decline to the dangerous and temporary equilibrium of the servile state 
—the aristocratic competitive order—to end either in a return finally 
to the ways of equalitarian competition, or in social disintegration, or 
in a drifting out upon the unplumbed, uncharted, and perhaps shore- 
less seas of democratic socialism. Or there is, it may be, one other way: 
Guild Socialism may get a hearing, a captivating and not incredible 
compromise between the collective and the competitive principles, 
equally unfittingly to be named either socialism or anarchism. 
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to wear than the skin of a bear not yet killed.” An exterior loan 
merely places a warring nation in control of exterior current products, 
through the promise of a later and offsetting return of the products 
of a later time. Domestic loans control only domestic goods of cur- 
rent supply. Like taxes, loans distribute purchasing power over cur- 
rent goods in favor of the government; but, unlike taxes, they provide 
for a later redistribution of the goods that the future will produce. 
Loans and taxes differ not at all in point of the current national re- 
sources out of which the support of the war must be provided. The 
differences attach solely to later accountings of principal and interest 
to creditors, creditors who might instead have been taxpayers. Equal- 
ly, whether by loans or taxes, subtractions from current individual in- 
comes there must inevitably be, so far as war is to be supported at 
all. Whoever can buy bonds can pay taxes. The taxes terminate in 
slips of paper that are receipts, the loans provide slips of paper that 
are the beginnings of other things—contractual slips of paper, promis- 
ing redistributions of future incomes and secured by first liens against 
these future incomes. But the future incomes do not thereby become 
presently available for present needs. The bonds induce the voluntary 
grant of present income. Taxes get the same results coercively out of 
the same resources of present goods. Distinctions of equity, tactical 
expediency, administrative complexity, class pressure, and general in- 
telligibility are another matter. Doubtless the opposition to war is 
less if profits to many and costs to none are in general expectation. 

Equally, for the most part, is war support impossible out of wealth 
remaining over from the past. Most of it—houses, lands, factories, 
equipment, furniture—is unavailable for present consumption either 
civilian or military; it is goods serving as intermediates toward pro- 
duct but themselves not final products for consumption. Stored up 
war supplies—munitions, equipment, war bread—are doubtless possible, 
but only in relatively meager volumes. Something also is possible, so 
far as deterioration can practically be carried, in making past produc- 
tion directly tributary to present emergencies. So again, goods for 
civilian consumption may not merely be economized—consumption re- 
stricted—but can be worn out without current replacement, whereby 
productive forces may be so far set free for military purposes. But 
the sum of all of these levies on the past bulks small in relation to the 
total war requirement. In the large it still holds true that present war, 
like present peace, must pay its way as it goes. 

The irrelevancy of bullion supplies, of banking reserves, and of facili- 
ties for currency expansion—or the worse than irrelevancy—is thus 
evident, so far as the fundamentals of war finance are concerned. Wars 
are questions of those margins of productive energy and output that 
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are left available for military purposes, after civilian consumption is 
provided for. Governmental outpourings of clipped coin or of paper 
money are long-discredited fallacies. But equally also was our vaunted 
preparedness in gold reserves for credit expansion a mere preparedness 
for inflation. The realities in the situation these influences barely 


brush. Easy credit is not easy or plentiful product. New dollars will 
not clothe or feed men. More of the dollars is not more ships, cannon, 
ammunition, or more men to be spared from industry for the camps 
and the firing lines, or for supplying military goods to the embattled 
men, As armies march on their stomachs, so wars proceed on some- 
thing more substantial than mere necromancy—on a more effective 
provisionment than the present shadows of coming things—not on the 
present worth of no matter how credible promises, secured never so 
well against incomes which as yet are not. Social unrealities a plenty 
there are in competitive individual wealth. But the actualities of war 
leave no place for intangible assets. True it is that one may sell his 
individual wealth and buy bonds. But not all may sell to one another 
to the result that all may buy bonds. And even if they could the sup- 
plies to be purchased would be no whit the greater. 


Our credit devices of war finance, whether wise or unwise by the test 
of their total effects, and whether just or unjust by the test of the 
ultimate distribution of burdens, were processes that for every strictly 


war purpose moved merely upon the surface of things. For a people 
like ours that must provision and munition its own war—to say nothing 
of financing its associates—the essentials of success lay in the current 
productive efficiency of its industry, as supplemented by the most rigor- 
ous economy in civilian consumption—the utmost speeding up of the 
one, the utmost practicable retardation of the other. The past but 
little and the future not at all could serve for the purpose, At the 
best, the financial processes were merely devices of guidance and ad- 
justment. 

Certain other issues become equally clear. The choice of financial 
policies lay not between taxes or loans on the one side as over against 
credit inflation on the other. It was between taxes and inflation. 
‘Taxes from ultimate income and loans from ultimate income are doubt- 
less indistinguishable in certain of their effects. If only the funds are 
secured out of ultimate incomes, it need not matter that the scrap of 
paper that is a contract one may use as collateral for borrowing and 


that the scrap of paper that is a receipt one can not. The bonds that 
so readily lend themselves to inflation need not of strict necessity be so 
used. The banks might be led to refrain from carrying the paper, or 
could have been prohibited, or might have been subjected to such re- 
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serve requirements as to have lacked the disposition—measurably diffi- 
cult expedients, doubtless, all of them. But the decisive fact is that no 
ultimate income borrowing could have been made to suffice for the need. 
For a great war this method will not serve. No credible rate of inter- 
est will attract the necessary degree of sacrifice, imposing sufficiently 
drastic subtractions from individual incomes and the necessary restric- 
tion of individual consumption. This can be accomplished, not by the 
methods that work through inducement, but only by the taxes that leave 
no choice. Nor could any rate of interest seriously effective in this 
connection have avoided so drastic recapitalizations of property and 
security values as to precipitate a financial hurricane. And correla- 
tive bank rates must have been maintained, or directly or indirectly the 
banks would have absorbed, on inflation terms, the issues of bonds. If 
we were to rely on gigantic borrowing for war funds, we had to follow 
the inflation method. Taxation was the sole alternative. 

Doubtless it must be admitted that drastic taxation—there was no 
escape from something drastic excepting in a small war—carries with 
it dangers similar to those of high interest borrowing, but only in 
minor degree. With narrowing residual incomes, some holders of se- 
curities and other properties will be pressed to sell to get free funds. 
Interest rates must advance appreciably, but not at all in the degree 
attending the loan process—precisely because the necessary restrictions 
of civilian consumption are left not to choice under the inducement of 
higher interest rates but instead to the coercion of taxes. It is in 
favor of taxes also that when one pays the tax he knows that he is so 
far the poorer. The buyer of bonds feels himself an investor, as 
actually he is. Bonds placed with banks or carried by them for buy- 
ers bring inflation, huge and swollen national debts, future taxes, infla- 
tion-swollen, upward shifting prices—and therewith such increased 
civilian economy as rising prices on the one side may afford as against 
rising profits on the other. Borrowing from ultimate incomes, in the 
degree of its possibility, brings only a slight inflation, no appreciable 
upward shift of general prices, future taxes, economy of civilian con- 
sumption, sharp advances in interest rates, and a disastrous readjust- 
ment in property and security values. Taxation brings an even less 
appreciable inflation, a closer approximation to stability in prices, a 
more marked economy in civilian consumption, relatively slight changes 
in interest rates, and a relative immunity from financial disturbance. 
Had America followed the English rates of taxation, it need not, I be- 
lieve, have resorted to either type of borrowing. 


And here the analysis returns to my main point of emphasis. Taxes 
avoid bonds. Because the war was financed in the main by the inflating 
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bond-credit method, the world faces a situation altogether new in its 
seriousness. 

It is, in strictness, no part of my problem to appraise the weight 
of the war costs that somehow we carried and somehow had to carry. 
If, relatively to our carrying ability, these were so light that non- 
inflation methods of loan finance could have served, so also the alterna- 
tive taxes could have been light. Modern war, waged even in a nearby 
field, requires for each soldier in the ranks two tributary civilian work- 
ers. Our three and one half millions of men, allowing for their trans- 
port requirements, called for eight or more millions of tributary pro- 
ducers, The bread-winn: of the country numbered approximately 
forty millions, many of these, however, not socially productive, The 
less than thirty remaining millions had to make good these withdrawals 
of men and to supply t soldiers and tributary workers with their 
quotas of goods of ordinary civilian requirement. I take five million 
of combatants to have been the limit of our utmost possible contribu- 
tion to the war. As it was, our supplies ran continuously short of our 
commitments—warships, freighters, transports, submarines, airplanes, 
cannon, machine guns, s! rms, ammunition, blankets. It was things 
that were lacking for our war funds to buy. 

Whoever holds then, as I do not, that our per capita product of 
civilian goods for civilian consumption was maintained in the war years, 
proclaims merely, and as I think exaggerates, the ineptitude of Ameri- 
ca’s economic participation in the war. Even if, in the speeding-up 
aspect, our war record was all that is claimed for it as offsetting the 
enormous war absorptions of men and of products, the record would 
remain still profoundly humiliating. We came perilously near to los- 
ing the war. It is only the degree of possible civilian economies 
that, in the main, war is now and always has been possible. Both the 
magnitude and the methods of modern warfare are solely explicable 
through the increasing margins of product available, above civilian re- 
quirements, for the things of war. In the progress of the industrial 
arts, therefore, are the explanations for the surpassing size, the sur- 
passing expensiveness, and the surpassing horrors of modern war. So 
far, then, as the wisdom and spirit of peace lag behind industrial 
progress, the primitive man may easily have been the more fortunate 

*man—our tree of knowledge heavy with bitter fruit. 

In some sense it is besid y point, also, to stress further the fact, 
that those inflation methods have vastly swollen the monetary state- 
ment of the national debts. But in this fact is the decisive argument 
against deflation. The bond issues have mortgaged our monetary poli- 


cies. The governments of the world are near enough to fiscal insolvency 
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already—not, however, I repeat, to national insolvency. The injus- 
tices also are great enough, with the debts restricted to their present 
burden. ‘The men who forfeited positions and earning power to face 
the chances of death have enough to pay if, winning out to return at 
all, they repay to us stay-at-homes in cheap dollars the cheap dollars 
that we advanced as support of their dangerous adventure. And on 
these terms also their children and their children’s children will have 
enough to pay to ours. 

Conceivably, I admit, it might be good ethics—if only also it were 
possible—that future generations should share with the present gener- 
ation the costs of a war that, in no small part, will enure to the future 
advantage, even though it be also probable that these coming genera- 
tions will have their own wars to fight—and, it may be, the more of 
them to fight by the very fact that, vastly increased in numbers, they 
must find their living in a world grievously impoverished by our own 
excesses and prodigalities. But this thing—take it to be never so 
just—cannot be. In that future time this present generation will rank 
as a past generation. Dead and departed, it can have no payments 
made to it. No payments can ever be made by one generation but to 
itself. It will be only the grandchildren of some of us that will get paid 
at the cost of the grandchildren of others of us. Solely in the sense 
of this redistributive bearing on the future, can burdens be passed on. 
So far, truly, as the benefits of the war are enduring, there is a gift 
by us to the future—but a gift in its nature common to the children 
of all of us. But for some of these children the gift is to take on also 
the quality of a pecuniary asset. The other children will pay these 
first for the gift provided for all. Wisely, then, these inheritors of 
debt in favor of correlatively inheriting creditor grandchildren will 
adapt to their own case Lloyd-George’s challenge of the British land 
system: “Why are fifty millions of us Englishmen trespassers in the 
land of our birth?” 

Nor is this all of the truth. In large part the bonds were pur- 
chased out of inflation-awarded margins of profit. The masses who 
paid once in the form of these margins the money by which the profit- 
makers bought the bonds will later pay in taxes the cash to meet the 
accruing interest charges and finally also to retire the bonds. 

I am not concerned to join issue with anyone on the question of the 
practical inevitability of these enormous national debts. I admit that, 
in the lack of any general understanding of their ultimate meanings 
and their long effects, in the easy and improvident opportunism of 
political life, and in the want of wisely brave leadership, nothing else 
was credibly possible. I charge no faults of purpose anywhere. But 
that the wealth of the country would not have borne whatever share of 
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But, after all, how, within the present institutional situation, with its 
actual distribution of leverage and power, shall the democratically- 
minded masses hope for success? Revolutionary thinkers declare it to 
be impossible, consistently with the orderly processes of political de- 
velopment. My belief—my faith, if you please—is other. I hold 
that it is precisely through the progressive understanding and the en- 
lightened decision of the classes with which this power and leverage 
lie—through their growing recognition of the ways of wisdom, of ob- 
ligation, of provident adjustment and of sagacious coéperation—that 
the thing will come. And if it does not so come, it will be solely that 
the wisdom has been lacking to face fairly what the alternative will 
mean. Now, as always in social problems, the primary need is to 
understand. 

The first task, then, of political and economic sagacity I take to be 
the retirement of these debts—through the assertion of the claim to 
all further emerging increments upon the social estates, through in- 
come and inheritance taxes, through severely high excises on middle- 
men activities, and even, if need were, as in Europe need actually is, 
through capital levies. If we allow the evils resulting from the war to 
run on, unmitigated, the consequences in social unrest, in lowered labor 
morale, in extravagant and destructive radicalism, in riot and, it may 
be, in attempted revolution, will cost us—and will cost all of us— 
vastly more than a courageous and even heroic settlement of our prob- 
lems now with the means at hand. Always and everywhere it is for each 
present generation to protect rather than to impair the resources of 
the coming generations and to foster rather than to mar their liberties. 

Hersert J. Davenport. 

Cornell University. 
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demand for credit, the money in the vaults of the national banks, in- 
cluding the notes of other banks, was never less than one eighth of net 
deposit liabilities, and always more than a sixth of demand deposits 
exclusive of those due to other banks. For state banks and trust com- 
panies, working under lower legal reserve requirements, cash holdings 
appear to have been no more than one tenth of individual demand de- 
posits. Taking both classes of banks together demand deposits of in- 
dividuals and corporations seem never to have exceeded eight times the 
total amount of money held by the banks. 

With the opening of the reserve banks in November, 1914, reserve 
requirements for member banks were modified and an even more radical 
change was made by the important measure amending many provisions 
of the Reserve act which became law in June, 1917. All cash reserve 
requirements for member banks were abrogated: balances at reserve 
banks of 7, 10, and 13 per cent of net deposit liabilities of country, re- 
serve city, and central reserve city banks respectively, together with 
a 3 per cent balance for all banks against time deposits becoming the 
sole legal reserve requirement. It is convenient and sufficiently accurate 
to take a balance of 10 per cent of net deposits or 13 per cent of indi- 
vidual demand deposits as the average requirement for all of the banks. 
Of course, quite regardless of legal-requirements, every bank must ha-- 
some money on hand for counter payments, but the amount needed for 
this purpose has been found to be surprisingly small—about 3 per cent 
of net deposits or 4 per cent of individual demand deposits. 

The cash regularly held by the national banks, even in periods of in- 
tense demand for credit, 13 per cent of net deposits, it will thus be 
seen, was sufficient to provide an adequate amount of till money and 
also the required balance at the reserve banks. It is evident, therefore, 
that the supply of credit has been enlarged by the full amount of the 
loans which have been made by the reserve banks, and by an amount 
greatly exceeding those loans since loans at reserve banks in part serve 
to increase reserve balances upon which member banks may in turn in- 
cur a tenfold liability. 

From reserve deposits by member banks and payments on capital 
stock account, the reserve banks have received something like a billion 
and a half dollars, almost entirely in gold. These resources would have 
made possible a very considerable increase in the supply of credit. But 
the increase would have been comparatively small if the reserve banks, 
like the Bank of England, had been empowered to issue notes only un- 
der restrictions which make the notes virtually gold certificates. 

Power to issue federal reserve notes as credit instruments has in- 
creased the supply of credit in two ways. In the first place, it has en- 
abled the reserve banks to acquire large amounts of gold for banking 


| 
ore 
ore 
of 
nd 
ide 
en 
In 
le- | 
ler 
ith | 
ite ‘ 
he 
ce 
es 
ve 
le. 
d 
k- 
od 
r- 
k- 
m 
t. 
i- ; 
n 
e 
‘ 
e 


18 0. M. W. Sprague [March 


use by substituting reserve notes for gold and gold certificates which 


were held by the banks for till money purposes or were in circulation 
outside the banks in the pockets of people. Between a half and three 
quarters of a billion of dollars appear to have been acquired by this 
process of substitution. It was a process which was much facilitated by 


the elimination of the legal cash reserve requirement for member banks, 
since only lawful money would meet that requirement, while reserve 
notes are entirely satisfactory for till money purposes. 

Although the power to extend credit in the form of the federal re- 


serve note has been of great importance as a means of acquiring gold, 
it has been of vastly greater importance as a means of retaining it. 
Every considerable increase in the volume of deposits subject to check 
is accompanied or speedily followed by increasing requirements for 
some kind of money that will pass readily from hand to hand. In the 
absence of additional issues of bank notes or of government paper 


money, this demand absorbs gold which would otherwise have been avail- 
able for banking use. Between June, 1914, and June, 1919, for ex- 
ample, the estimated stock of money in the United States outside the 
Treasury and the banks, not including subsidiary silver, increased by 
more than $1,900 millions, from $1,600 to $3,500 millions, or by nearly 
120 per cent. During the same years demand individual deposits in- 
creased $12,700, from $10,700 to $23,400 millions, 

There appears, then, to have been an increase of one dollar in the 


money in use outside the banks for eyery six dollars of increase in that 
portion of the circulating medium which consists of deposits subject 
to check. I am by no means confident of the validity of this exact pro- 
portion, based, as it is, on the experience of a short and abnormal 
period, and on figures which in the case of money are in part estimates, 


and in the case of deposits involve uncertainties of classification. The 
estimated stock of money for 1914 is probably too high, and the in- 
crease to 1919 does not take account of some seepage of reserve notes 
to near-by foreign territory. On the other hand, the estimate of de- 
posits is doubtless swollen by the inclusion of the entire amount of the 
unclassified deposits of the various banks. Finally, it may be observed 
that confidence in the substantial correctness of the ratio is strength- 
ened by the close approximation to a six to one ratio between deposits 
and money outside the banks in both 1914 and 1919. 

We are now in position to compare the power of the banks to expand 
credit under the federal reserve system with that under the national 
banking system. Before 1914, an increase of $1,000,000 in demand 
individual deposits would absorb nearly $300,000—one eighth of the 
increase in deposits as a reserve and one sixth for use outside the banks. 
In the later years of the national banking system, when the supply of 
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bonds bearing the circulation privilege was exhausted, additional gold 
was the only means of meeting practically all of this requirement for 
more money with increasing deposits. Under the reserve system, a 
similar increase of $1,000,000 in deposits would involve a similar in- 
crease of one sixth in the money outside the banks, 4 per cent for till 
money purposes and a 13 per cent balance at reserve banks, a total of 
more than $380,000, about $30,000 more than in the preceding calcu- 
lation. It is important to note that this requirement, though larger, 
can be entirely satisfied by means of credit extended by the reserve 
banks—credits which on the basis of a 45 per cent reserve at reserve 
banks require no more than half the amount of gold and other lawful 
money Which was absorbed under the national banking system. Stated 
in another way, it may be said that an additional million dollars in 
gold now provides the basis for about $7,000,000 in credit, contrasted 
with less than $8,500,000 before 1914. Even with a 60 per cent ratio 
against notes and deposits at the reserve banks, credit can be expanded 
50 per cent more than formerly. This increase in the power to extend 
credit is the most fundamental single change which has followed from 
the establishment of the federal reserve system. 

The enormous increase in the supply of credit since 1914 is not, how- 
ever, entirely due to the operations of the reserve banks. More than a 
billion dollars in gold was imported in 1915, 1916, and the first half 
of 1917, none of which would presumably have been acquired if there 
had been no war in those years. On the contrary, the expansion of 
credit under the reserve system, on the basis of our own stock of gold, 
would almost certainly under peace-time conditions have so influenced 
the balance of international payments as to have occasioned gold ex- 
ports. An intense demand for American commodities, accompanied by 
abnormal credit expansion in Europe, both direct consequences of the 
war, not only removed the restraining influence of gold exports but 
also provided the basis for much credit in addition to the huge supply 
which became available through the economy of gold under the reserve 
system. 

But the war did much more than shelter our stock of gold and in- 
crease its amount; it also occasioned the far more speedy utilization of 
our enlarged supply of credit than would have been possible under 
peace-time trade conditions. An extraordinary supply of credit was 
absorbed by an equally extraordinary demand. Within five years from 
the opening of the reserve banks in November, 1914, the volume of out- 
standing credit was more than doubled. Credit expansion on so colossal 
a scale could not have occurred during a similarly short period of 
peaceful business activity. The aggregate demand for credit would not 
be sufficiently great, to say nothing of the much smaller effective de- 
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mand, that which meets the credit tests of the banks. During the war, 


the demand for credit was abnormally great and it was an effective de- 
mand because it was largely based, first upon the credit of the govern- 
ments of Europe, and later upon that of the federal government. 
After the armistice, the intense demand for credit continued, gradu- 
ally shifting, however, from the government to the business community. 
The conditions which made possible the continuance of trade activity 
after the armistice wer: fundamentally similar to those which are pres- 


ent at the beginning of a period of prosperity, following a period of de- 
pression. Although trade had been feverishly active for more than 


three years, there was still a large supply of credit available at low 
rates. Moreover, and this is a matter of far greater significance, there 
was, unlike the situation after some years of prosperity in a peace-time 
business cycle, an evident widespread scarcity of goods. In these 
circumstances, an intense demand for credit to be used in the purchase 
of goods could not fail to develop, since it was reasonable to anticipate 
that no difficulty would be experienced in marketing them at an advance 
in price. Finally, toward the close of 1919 the available supply of 
credit was approaching a condition of complete utilization. A few 


months more of credit expansion at an undiminished rate would have 
left no supply of credit in reserve with which to meet an emergency. 
Even if an ample supply of additional credit had still been available at 
that time, the opinion may be ventured that another limit on continued 
credit expansion was not far away—the deterioration in the average 
quality of the loans of the banks. A period of readjustment and liqui- 
dation was inevitable. Liberal credits at low rates in 1920 would have 


deferred its advent somewhat, but with the certain consequence that the 
difficulty and losses incident to readjustment would have been materially 
enhanced. 

After this unavoidably long introduction, I am finally ready to take 
up the subject proper of my paper, the discount policy of the federal 
reserve banks. At the outset, it is necessary to reach some conclusion 
as to the responsibility that rests upon the Reserve Board and the 
management of the reserve banks for the credit expansion of the last 
five years. For by far the greater part of that expansion responsibil- 
ity clearly rests elsewhere. The volume of credit has been subject to 
conditions and influenced by policies which the management of the re- 
serve system could not control. This is obviously the case as regards 
the large additional supply of credit which became available as a result 
of the gold imported before we entered the war. Up to that time, the 
loans of the reserve banks were of quite insignificant proportions. 

After we entered the war, the loans of the reserve banks increased 
by leaps and bounds; but for the policy of war finance which occasioned 
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these loans and the manifold greater loans of the commercial banks, 
the Reserve Board was not responsible. That it is possible to finance 
without inflation expenditures as great even as those incurred by the 
United States government during the recent war, I am firmly convinced. 
That we could not finance that war without credit inflation, I am equal- 
ly certain. The primrose path of inflation had the backing of public 
opinion ; the administrative machinery and perhaps the constitutional 
power for adequate taxation were lacking. A little less waste in ex- 
penditure, slightly heavier taxation and slightly higher interest rates 
on government bonds might have characterized our war finance pro- 
gram, with the desirable result that there would have been somewhat 
less of credit inflation. But I must not allow myself to digress further 
on this tempting subject. The important point in the present con- 
nection is that whatever the financial policy adopted by a government 
in time of war may be, it is the imperative duty of the management of 
a central bank to codéperate loyally in executing that policy. The 
Reserve Board and the officials of the reserve banks could offer advice 
and criticism; they could not decline to do their part in executing the 
policy of the Treasury. 

Presumably there would have been no less use of credit in financing 
the war if the reserve system had not been established. In that event, 
the government would doubtless have met requirements for additional 
money for use outside the banks by issues of paper money which would 
surely have become inconvertible. The economy of gold under the re- 
serve system permitted credit expansion on an unexampled scale with- 
out suspension of specie payments. It was none the less inflation. 

One of the results of the extensive use of credit in financing the war 
was to place the banks of the country in a position of extreme de- 
pendence on the reserve banks. At the time of the armistice the re- 
serve banks were lending member banks nearly $1,800,000,000 and in 
addition held nearly $400,000,000 of bills bought in the open market. 
As general liquidation of loans at the reserve banks, unless due to the 
receipt of new gold, involves much greater contraction of loans by 
member banks, it is probable that they must continue to rediscount 
heavily there for many years to come if not indefinitely. No progress 
whatever in reducing these obligations has been made during the two 
years since the armistice. On the contrary, borrowing at the reserve 
banks has increased by nearly 50 per cent, loans standing at $3,126,- 
000,000 on November 5, 1920. 

It is only for this after-the-war increase in the loans of the reserve 
banks and the more considerable increase in the loans of the other banks 
thus made possible that the management of the reserve banks can be 
held to be in some measure, but by no means primarily, responsible. 
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Government financial policies were the controlling factor in the 
situation for at least a year after the armistice. The policy of bor- 
rowing at abnormally low rates was insistently maintained by the 


Treasury. It does not fall within the scope of this paper to discuss 
in detail the wisdom of this policy. Much can be said on both sides 
of the question. I content myself with observing that it was my opinion 
at the time, and the subsequent course of events has not altered the con- 
clusion, that a distinctly higher range of rates on government certifi- 
cates in the summer and autumn of 1919 would have been a wiser 
policy. But even if the Federal Reserve Board had been convinced that 
the after-the-war financial policy of the Treasury was unwise, as to 
which there is no evidence one way or the other, I do not think the 
board could have refused to codperate in executing that policy, taking 
an independent course and making a sharp advance in discount rates. 
It is, however, reasonable to surmise that the policy of the Treasury 
after the armistice would have been subjected to more searching 


scrutiny if the Reserve Board were less heavily weighted with Treasury 
officials. When account is taken of the future frequent borrowing re- 


quirements of the government, the retention of two Treasury officials 
as ex-officio members of the Reserve Board seems most inexpedient. 
Borrowers on a large scale are not the most desirable of persons to be 
selected as directors of any bank. The Treasury as a borrower in times 
of peace should not be in position to exert a considerable, much less 
a controlling, direct influence on the discount policy of the reserve 
banks. Merely as a matter of simplification of administrative 
machinery, also, the functions of the Comptroller of the Currency 
should be transferred to the Reserve Board and the reserve banks. So 
much of diminution of direct Treasury influences as is involved in this 
proposal seems certainly desirable. Whether the Secretary of the 
Treasury should cease to be a member of the board is a question as to 
which a definite answer is less easily given. Upon the whole, I am in- 
clined to think that the presence of the Secretary is desirable. The 
intimate understanding of the financial situation that a Secretary may 


gain as a member of the Reserve Board can hardly fail to be of ad- 
vantage to him in the conduct of his office. The Secretary of the Treas- 
ury, as a member of the Board can also do much to defend the reserve 


system from unreasonable demands on the part of the public and above 
all from political onslaughts 

Returning once more to the course of credit under the reserve system, 
there remains for consideration the experience of the last twelve months, 
during which the reserve banks have been in position to exert complete 


control over the supply of credit and have also been able to take in- 
dependent action. At the end of August, 1919, the gross debt of the 
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government reached its maximum and though the Treasury continued to 
enter the market as a chronic borrower, its strongest ground for in- 
sisting upon the policy of liberal loans at low rates could be urged no 
longer. With evident reluctance Treasury control of the discount 
policy of the reserve banks was relaxed and seems to have been entirely 
relinquished with the last issue of 434 per cent certificates in January 
1920. 

Full responsibility for the credit situation was regained in circum- 
stances which imposed a severe test upon the reserve system and upon 
its management. After nearly five years of unexampled business ac- 
tivity, accompanied by unprecedented credit expansion and advances 
in prices, the activity of trade was unabated, the demand for credit 
was if anything more intense and prices were still moving rapidly up- 
ward. Beneath the surface, there were indications that even though 
large supplies of additional credit were still to be had, a period of re- 
adjustment could not be long postponed. Liberal credit was no longer, 
as at the beginning of a period of activity, serving to stimulate produc- 
tion and direct industry into promising channels. It was rather tending 
to disorganize industry, subjecting it to an increasing extent to specu- 
lative influences, to wage disputes and numberless other strains. The 
average quality of the loans of the banks was becoming less satisfactory 
because of these conditions in industry as well as on account of ex- 
tensive sales of goods in foreign markets on long credit terms. In short, 
the situation at the end of 1919 was one which by no possibility could 
be corrected by the application of additional supplies of credit. A 
check on further credit expansion followed by some contraction was 
the one sure remedy and that remedy would have been quite as much 
needed even though an abundant supply of additional credit had been 
still available. It is, however, by no means certain that the Reserve 
Board would have taken measures to restrain credit during the course 
of the winter and spring of this year if the power of the reserve banks 
to extend credit within the limits of legal reserve requirements had not 
been nearly exhausted. The successive advances in discount rates made 
during the first half of the year were not then entirely the expression 
of a voluntary policy. It was a policy which in large measure was en- 
forced by the reserve position of the banks. It was necessary to check 
further credit expansion. Otherwise, the reserve banks in the course 
of a few months would have held no reserve above legal requirements 
as a basis for credit to be used in meeting an emergency. To go on 
expanding credit until the last available dollar was employed was in- 
deed our former practice, and the initial stages of the transition to a 
period of readjustment were always marked by crisis and panic. It 
is one of the inestimable advantages of the reserve system that the 
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brakes were applied before the supply of credit was entirely exhausted 
and before trade activity had culminated in a crisis. We are still in 
the midst of a period of necessary readjustment and liquidation, but 
the immense superiority of the reserve system as compared with our 
former means of meeting similar situations is already conspicuously 
evident. 

Although the process of readjustment is not completed, experience 
already furnishes a basis for fairly definite conclusions regarding some 
important aspects of the policy of the reserve banks in handling the 
situation. The discount rate of the reserve banks is clearly an effective 
means of checking credit expansion, but it is also evident that advanc- 
ing rates influence the situation rather slowly. Credit continued to ex- 
pand for some months after rates were finally advanced in May to the 
present high level. When credit is expanding rapidly, there is at any 
moment a considerable supply of unused credit scattered among the 
thousands of banks of the country the use of which is not subject to 
control by the reserve banks. The continued increase in the amount 
of federal reserve notes for some months after credit expansion was 
checked is in accord with what was to have been anticipated. In- 
creased requirements for currency accompany, but with some lag, the 
increase in credit in the form of deposits subject to check, 

These conditions and tendencies prompt the suggestion that when 
rates are advanced in order to check credit expansion the practice of 
the Bank of England of advancing rates by increments of one per cent 
should be adopted. In making for the first time a test of the effects of 
advancing discount rates, it was perhaps natural and proper to move 
slowly. Experience during the last year indicates that advances of 
fractions of per cent are ineffective. It may be added that in this 
particular instance, it would have been of much advantage if somewhat 
greater progress in the process of readjustment had been made before 
the beginning of the crop moving season, a result which would have fol- 
lowed a less hesitant discount policy. 

The process of gradual contraction and orderly industrial readjust- 
ment seems at first sight in every respect superior to the short and 
severe crisis and panic followed by depression with which we have had 
frequent experience in the past. I do not doubt that the balance of 
advantage is heavily in favor of the slower process. At the same time 
it should be recognized that the slower process is attended by its own 
peculiar difficulties. While the aggregate loss is doubtless reduced, the 
burden of loss is apparently distributed in a somewhat different but 
by no means certainly in a more equitable fashion among the various 
groups of producers. The slow process of liquidation does not succeed 


in bringing about a slow and uniform general decline in prices. In 
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fact, price changes seem to be more irregular, or at least the irregulari- 
ties are more prolonged than when periods of trade activity culminated 
in catastrophic disturbances. In this connection the query suggests 
itself whether farmers might not have incurred less loss if there had 
been a crisis in the early autumn that might have forced a more imme- 
diate reduction in prices of the goods they must buy. 

The irregular distribution of the burdens of liquidation in some 
measure explains even though it does not give sufficient ground for 
complying with the widespread demands for assistance now being made 
by various classes of producers. Much of the occasion for special con- 
sideration will disappear when in the near future, as now seems prob- 
able, the decline in prices has completed the circle. 

There is grave danger that the quack remedy of inflation through 
enforced accommodation from the reserve banks may be attempted. 
Such a remedy would be similar in all essentials to the grant of aid by 
the issue of paper money by the government, a form of assistance that 
was urged but successfully resisted after the Civil War. It is not too 
much to say that it is now to be determined whether the people of the 
United States possess sufficient intelligence and endurance to permit the 
successful operation of anything better than a straight-jacket credit 
system. We have established a system which is designed to prevent col- 
lapse and complete disorganization. This presupposes that reserve 
banks will regularly hold in reserve large potential credit power. If we 
insist upon using such power as a means of temporary relief and stimu- 
lation, ultimate disaster is the certain consequence. Past experience 
shows that it is dangerous for governments to issue paper money. 
There is a constant temptation to overissue when confronted by real or 
imaginary emergencies. The same danger arises in the case of the re- 
serve system—that public opinion and perhaps legislative action will 
compel the employment of its resources in a vain endeavor to cure evils 
which are mainly due to credit already granted in excess. 

The process of industrial readjustment at best is painful and its 
burdens are most unevenly distributed. It seems pertinent therefore to 
enquire whether something more cannot be accomplished through the 
reserve system than the mere modification and amelioration of condi- 
tions at the culmination of periods of business activity. Would it be 
possible so to operate the reserve system that conditions which compel 
widespread liquidation would not be developed, or at least would not be 
developed to so serious degree as in the past. This inquiry is ren- 
dered more significant by the serious danger that conditions which ren- 
der subsequent liquidation unavoidable will develop more luxuriantly 
under the reserve system than was possible under the national banking 
system. Let us examine this point. 
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The liquidation now under way will doubtless lead to a considerable 


reduction in the loans of the banks to the public and in rediscounts at 
the reserve banks. It is not unlikely that a reserve ratio as high as 
70 per cent will be seen before the beginning of the next period of active 
business and intense demand for credit. Moderate if not low discount 
rates will doubtless prevail at the beginning of the period. A large 


supply of credit will be available; much more, as we have seen, than 
could be furnished if the reserve banks like the Bank of England could 


not issue credit notes. I mention this familiar fact once more because 
the pre-war discount policy of the Bank of England, with its changes 
in rates as the reserve increased or decreased, seems to give the sanction 
of successful experience to a policy for central banks that would al- 
low credit to be extended freely at low rates whenever reserves are 
ample. Bank of England practice, however, loses significance and is 
positively misleading when it is applied to a banking system which loses 
no gold for purposes of domestic circulation as deposit credit expands. 
Again in pre-war times, comparatively slight influences, whether at 
home or abroad, were sufficient to subject the reserve of the Bank of 
England to depletion from gold exports. For these two reasons credit 
expansion in England could seldom be carried far without bringing the 
reserve of the bank down to a point at which an advance in the dis- 
count rate would become necessary. In this country, whatever may be 
the situation in the distant future, gold exports for many years to 
come are not likely to be the almost automatic consequence of moder- 


ate credit expansion. This restraint on excessive credit expansion in 
any single country was effective when all important commercial coun- 


tries were on the gold standard. It is not now effective because most 
of the world is on an inconvertible basis. Consequently the volume of 
credit which may be created in the United States will be determined 
for many years to come almost wholly by domestic influences. In these 
circumstances, while the reserve system may be expected to prevent the 
outbreak of panic, its expansive power is so great that with the reserve 
ratio the determinant of discount policy it can be confidently predicted 
that far wider price fluctuations will mark the successive stages of the 
business cycle than were experienced under the national banking system. 

It should also be noted that the discount rate of the reserve banks is 
a somewhat less immediately effective instrument of credit contro] than 
that of the Bank of England in pre-war days. A considerable portion 
of the loans of the British banks were of an international character 
which could readily be shifted to the money markets of other countries 
when London rates became relatively high. Owing to the present dis- 
ordered financial situation of most countries, loans arising out of for- 


eign trade and other international transactions no longer possess this 
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quality so valuable from a banking standpoint. International loans 
have become no more transferable than domestic loans and, it may be 
added, with respect to payment at maturity without delay or renewals 
have become decidedly inferior to domestic loans. 

The absence of branch banking in the United States also weakens the 
validity of comparisons between the discount rate of the Bank of Eng- 
land and those of the reserve banks. Credit is less fluid under our sys- 
tem of some thirty thousand banks. There are much wider variations 
in the lending rates of the various commercial banks; there is no such 
general market rate of discount as in England. Consequently, the 
Bank of England practice of a discount rate slightly above the market 
rate cannot have so pervasive an influence. Moreover, until the banks 
cease to be constant heavy borrowers at the reserve banks, a condition 
largely due as we have seen to the war, it will not be feasible as a regu- 
Jar policy to establish discount rates above the lending rates of mem- 
ber banks even of those in the large cities. When, however, it is the 
definite purpose of the management of the reserve banks to check credit 
expansion, it will probably be found necessary to establish discount 
rates which are considerably above the minimum rates at which some 
member banks are making some of their loans. 

As a guide to discount policy, it must be admitted the reserve ratio 
has certain conspicuous advantages. It is definite and obvious. Public 
opinion may be expected to support the always unwelcome policy of 
credit restraint when that policy is enforced by a depleted reserve. It 
is unhappily very doubtful whether the public would have been recon- 
ciled to the advance in rates made last spring if the reserve banks had 
had, let us say, a reserve ratio of 55 per cent, and yet, all other things 
being the same, an advance in rates would have been no less desirable. 
By parity of reasoning, it follows that reductions in discount rates 
need not wait upon the acquisition of a high reserve ratio, The 
present situation furnishes a convenient illustration. Credit expansion 
has already been definitely checked; there is no present danger that 
lower discount rates would stimulate a widespread demand for credit 
that would permit prices to move rapidly upward once more, The de- 
mand for credit is now largely for the purpose of holding goods for 
which purchasers cannot be found. It is no longer a sellers’ market. 
In these circumstances, it is at least possible that a slight 
reduction in discount rates, by encouraging many to resume normal 
business dealings, might facilitate the process of liquidation, and so 
make possible a more speedy reduction in the total volume of loans 
than will be secured through the maintenance of the present schedule of 
rates, 


There is no substitute for the reserve ratio which possesses its pe- 
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culiar virtues of simplicity and definiteness. To an enlightened busi- 


ness public, however, it should be evident that so delicate and at the 
same time potent an instrument as credit cannot be wisely administered 
in a mechanical fashion in accord with simple definite rules, 

Whether at any time it is desirable to impose restraint upon credit 
depends upon the uses to which credits are being put and upon the 
effects of these uses. The most definite indication that we possess of 
excessive credit is found in the decided upward movements of prices ex- 
tending over a number of years. There is practically universal agree- 
ment that prices cannot be held at an absolutely fixed level. Most 
would agree that advancing prices at the beginning of a period of ac- 
tivity stimulate production in some measure. Few, however, would ques- 
tion that at some stage in every period of business activity rising prices 
facilitate ill-judged undertakings and fail to increase industrial output. 
No doubt there would be wide differences of opinion as to just when this 
stage is reached in any particular business cycle. Even so, it is submit- 
ted that the expert judgment of a responsible body like the Federal 
Reserve Board, enjoying the benefit of general public criticism, pro- 
vides a far more satisfactory basis for a discount policy than the vari- 
ations of a reserve ratio. 

The proposal to base the discount rate largely on the observed effects 
of credit expansion is not designed to secure the stabilization of prices. 
Such a policy would not be concerned with permanent changes in prices 
associated with variations in the world’s supply of gold. It would aim 
merely at lessening price fluctuations within particular business cycles, 
checking somewhat the upward movement, and thereby lessening the 
subsequent decline. 

Nearly every economic and social question is complicated, and many 
are rendered insoluble by the alternations between activity and depres- 
sion of the business cy: To mention but a single instance, consider 
the extent to which efforts to enlist an interest in efficient production 
on the part of wage earners have been frustrated for many years to 
come by the present widespread unemployment, an inevitable sequel 
of the orgy or inflation of the last five years. 

This proposal to administer the reserve system in such a way as to 
moderate the fluctuations of the business cycle, will of course be met 
with the objection that it is politically hazardous. It will be urged 
that any attempt to influence prices will be resented by large and in- 
fluential classes who would believe, whether rightly or wrongly, that 
they were being subjected to needless loss or deprived of well earned 
gains. This difficulty, while unquestionably very serious, is less than 
would appear at first sight. We should not gauge the antagonism to 


restraint on credit exercised at an early stage in a period of expansion 
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by the outery which is heard when enforced contraction occurs after 
years of excessive credit, rising prices, and feverish trade activity. 
Restraint in the use of credit if imposed at an earlier stage in the 
cycle will not be accompanied by widespread liquidation, followed by 
years of depression. Here as elsewhere it is the wiser course to en- 
deavor to remove causes, working with the confident expectation that 
that discount policy for the reserve banks which will yield the greatest 
permanent advantage will finally secure general public approval. 

In the event that no control of credit based on the observed effects 
of credit expansion at different stages in the business cycle is attempted 
by the Federal Reserve Board or, if attempted, is given up because of 
lack of public support, another, but in my judgment less satisfactory, 
method of lessening the danger of excessive credit should be adopted. 
At some favorable moment, when the public is in a conservative mood, 
the legal reserve requirements against federal reserve notes, or against 
both notes and deposits should be raised. A reserve ratio of 50 per 
cent or even 60 per cent would permit much more additional credit ex- 
pansion than was possible under the national banking system, and quite 
as much as could be advantageously employed. The economic develop- 
ment of the country might have been somewhat more rapid at times in 
the past had more capital been available, but credit is not capital; it 
is simply an agency for transferring capital. I venture to assert that 
at no time in the past has the economic development of the country 
been retarded because of an insufficient supply of credit, while very 
frequently development has been retarded as a consequence of credit 
furnished in excess. 

The experience of six years has disclosed no serious defects in the 
structure or management of the federal reserve system, while the ex- 
pansive credit power of the system, enormously greater than that under 
the national banking system, presents no serious danger for the future 
if suitable policies are adopted. Much more is clearly necessary than 
the adjustment of discount rates to variations in the reserve position of 
the reserve banks. A discount policy should be adopted which is de- 
signed to check the rapid expansion of credit in periods of trade activ- 
ity. Such a policy is entirely practicable but it cannot be adopted in 
the absence of general confidence in the wisdom of the policies of the 
management of the reserve banks, and it requires readiness on the part 
of the public to support these policies even when the immediate con- 
sequences are painful. Satisfactory results from the working of the 
reserve system seem assured if the management is given the support of 
an intelligent public opinion. 

O. M. W. Spracvue. 
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DISCUSSION? 


R. C, Lerrinewe.i.—No university man, certainly not one who studied 
economics in the university, can approach this audience without—I would 
not say trepidation, but—respect. I accepted your invitation not only with 
respect, but with real enthusiasm, because I look upon the economists of 
today as the priests of a religion of material salvation which must be suc- 


cessfully preached throughout this land if we are to survive the disastrous 
consequences of the great war 


I shall not allow myself to be diverted, either by my own impetuous dis- 
position or by Professor Sprague’s cordial invitation, into a discussion of 
the Treasury's policies. I had the honor of reading a paper on “Treasury 


Methods of Financing the War in Reference to Inflation” before the Acad- 
emy of Political Science last spring in New York, and any one who is in- 


terested in my answer to Professor Sprague is respectfully referred to its 
proceedings.? The problem of today is the problem of banking and cur- 
rency, and the assigned topic of this meeting is Federal Reserve Board 
policy. I propose to talk as briefly as I can about that absorbingly inter- 
esting subject. But in passing let me say this: the Treasury struggled, 
first to finance the war so that it should be won, and second to finance it 
without avoidable inflation. There was never a moment when the latter 
thought was not in the minds of Treasury officials; there was never a mo- 
ment when the American people did not know that their duty was to save 
and to buy Liberty bonds and pay taxes with their savings. The methods 
chosen by the Treasury, the Federal Reserve Board, and other instrumen- 
talities of the government to combat inflation were chosen thoughtfully and 
were on the whole very successful. No equal financial burden was ever 
assumed in a like period of time by this or any other government in this 
or any other war, yet war inflation here was less than in other countries 
including non-belligerents 

But inflation did come. It came to us before we entered the war. It 
came to Japan, it came to European neutrals. Inflation came because the 
world was wasting more than it was producing. We may be very ingenious 


in our methods and very wise in our policies, but they could not solve the 
problem presented by the fact that the world was using up more than it 


was producing. It is exceedingly important that we should have the dis- 
cussion of federal reserve policies we are having today. But it is more im- 
portant that we should realize what federal reserve or treasury policies 
will not do. They will not take away the curse of war. We fought a great 


war. We are proud of it and glad of it. But from the economic point of 
view, it was a reckless debauch, and the people ought to be told that the 


next time they enter upon an economic debauch they must pay the price, 
and the price will be registered in inflation. We must not delude ourselves, 
or those who rely upon us, with the belief that the consequences of economic 
waste can be avoided by any amount of wisdom and ingenuity in finance 
or banking. 

Having thus got the question of method back in perspective, let us con- 
sider the Federal Reserve Board’s policies. The problem of credit control 

1The remarks of Dr. A. C. Miller, who took part in the discussion will appear in 
more amplified form in an article to be published in the June number. 


2 Proceedings of the Academy of Political Science (New York), vol. IX, no. 1. 
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since the creation of the federal reserve system, shortly after the war broke 
out in Europe, has passed through four phases: (1) before we entered the 
war, (2) during our active participation in the war, (3) the first year after 
armistice, and (4) the present readjustment period. 

Before we entered the war, expansion in this country was based upon the 
importation of gold and investment securities. The federal reserve sys- 
tem was as powerless as a babe unborn to prevent it. The federal reserve 
banks were hard put to it to earn their operating expenses. Member banks 
did not have to borrow and therefore bank rates could not bé effective. 

The outbreak of the war in Europe, prior to the organization of the fed- 
eral reserve banks, found this country well nigh helpless to meet the financial 
and banking problems thrust upon it. New York City had trouble to meet 
its foreign obligations in gold. The New York Stock Exchange was closed 
for a protracted period and later hesitatingly resumed operations under 
careful restrictions. These things happened because our financial system 
was in its infancy, and notwithstanding the fact that America was not a 
party to the war. It was not long before the federal reserve system was 
put in operation, and when, nearly three years after the outbreak of the 
war in Europe, America herself entered the war and assumed financial bur- 
dens of unparalleled magnitude, the federal reserve system made it possible 
for us to meet them without financial disturbance and without embarrass- 
ment of the Nation’s capacity to produce and transport war materials and 
supplies. The Federal Reserve authorities have no need to shelter behind 
the Treasury’s broad shoulders and they are entitled to high praise and the 
lasting gratitude of the American people for the important part they took 
in financing the great war. They advised the Treasury in the dark days of 
the war. Treasury officials and Federal Reserve authorities did not always 
agree among themselves or with each other, but, in the proud record of the 
Treasury, as well as of the federal reserve system, members of the Federal 
Reserve Board and governérs and chairmen of the federal reserve banks 
are entitled to claim a share. 

After we entered the war the addition of this government’s buying power 
to the buying power of the governments of Europe created a wholly abnor- 
mal situation. The enthusiasm of our War Department and Navy Depart- 
ment was unlimited. Their orders and contracts called for goods and ser- 
vices far in excess of the country’s capacity. During the whole period of 
the war any attempt of the Federal Reserve Board to control credit through 
rates would have been futile. The Treasury would have had to meet any 
rate they made at home, and the federal reserve bank rate could have no 
effect upon the international situation, because the international movement 
of goods, gold, and capital was controlled by foreign governments or our 
own for the purposes of the war. The adoption of a “dear money” policy 
during the war, with a view to preventing inflation, would have failed of 
that purpose unless it had been carried to such an extreme as to bring about 
such conditions in war time as exist today, in which case we should have 
lost the war and would have had to inflate afterwards in order to pay the 
indemnity which Germany would have imposed upon us! No, you cannot 
use rates in such a period as that from April, 1917, to November, 1918, 
effectively to control credit. You have to adopt methods such as were 
adopted, and with a very extraordinary degree of success. The response 
which the American people made to the efforts of the Treasury and Federal 
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Reserve Board, of the Liberty Loan and War Savings organizations, of the 


Capital Issues Committee, of the Food and Fuel Administrations, and of 
the War Industries Board, for the most part without compulsion of law, to 
conserve capital, credit, goods, and services, was amazing proof of the 


passion with which the people entered the war. They worked and they 
saved and they did without things, and they are entitled to be proud of it. 


After the war was over in the fighting sense, it went right on in the 
Treasury sense. We reached the peak of expenditures in the three months, 
November and December, 1918, and January, 1919. We spent two billion 


dollars a month. That was as much as the First Liberty Loan each month. 
Since armistice day this Government has paid out as much as before armi- 
stice day, twenty billions before and twenty billions after. The gross debt 


of the Government on armistice day was eighteen billions. Nine months 
later it was twenty-six and a half billions. While the Government debt 
was mounting thus, the same condition continued which had existed during 
the period of active warfare. It was no more practicable to exercise con- 
trol of credit by the use of dear money than it had been before. Indeed, 
it was less practicable, because the enthusiasm, devotion and self-sacrifice 
of the American people while war was on vanished over night with the sign- 
ing of armistice. The bills did not get paid any easier, but a good deal 
harder, because the Germans had capitulated. 

The magnitude of the Government’s expenditures after armistice day was 


such that plans had to be made for funding the greater part of them. The 
Victory Liberty Loan was floated in April and May, 1919, successfully, and 


a large part of the after-armistice indebtedness was lodged with investors. 
It could not have been floated in any such amount upon any terms in a 
period of dear money. If it had not been for the Victory Loan, the floating 
debt would have amounted to more than $8,000,000,000 on August 31, 1919. 
You cannot have credit control with an unmanageable floating government 
debt. If the Federal Reserve Board had prematurely adopted a dear money 
policy, they would have rushed into the difficult position in which unfortu- 
nately the Bank of England found itself because the British floating debt 
had gotten out of hand.* 

The situation I have described did not really end on August 31, 1919— 
not indeed until January, 1920. Notwithstanding the success of the Vic- 
tory Loan, it was not paid for in full until the latter part of November, 
1919, nor had the Fourth Liberty Loan, issued in the fall of the previous 
year, yet been paid for in full; and the Federal Reserve Board remained 
in a difficult position with respect to the problem of credit control on this 
account and on account also of the fact that nearly two billion dollars of 

8 Economist, London, Jan. 24, 1920, p. 113: “Plenty of money ard a consequent de- 
mand for bills have been the chief features of the internal history of the money 
market. The plenty may be attributed to the fresh creation of ways and means 
advances, necessitated by the maturing of more Treasury bills than were applied 
for. By this process, as we have frequently pointed out, dealers in and users of 
credit can now at any time oblige the government to create more ‘cash at the bank’ 
by the weapon that they hold in the shape of 1,000 millions odd Treasury bills out- 
standing. Thus the powers that be can make money dear by paying more for it, but 
they can not make it really scarce until, by taxation or otherwise, they have re- 
duced the effectiveness of this weapon.” 
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treasury certificates of indebtedness matured within six weeks, or there- 
abouts, in December, 1919, and January, 1920. The last six months of 1919 
were therefore trying months, and the Federal Reserve authorities, rightly I 
think, moved cautiously in the use of the discount rate, testing that instru- 
ment under novel conditions. Early in November, 1919, they began a 
series of fractional increases in rates, but notwithstanding that caution, a 
quasi-panic in the securities market, particularly in government bonds, de- 
veloped in the latter part of November, 1919. 

There were a number of other obstacles in the way of more rapid progress 
in establishing credit control during that period: 

The Treasury was in honor bound to use the bond purchase fund estab- 
lished by Congress for that purpose to support the market for Liberty 
Bonds. Thus whatever pressure upon the money market resulted from the 
efforts of the Federal Reserve authorities to control credit was automatically 
relieved by the Treasury. It is noteworthy that efforts to control credit 
never gave any sign of becoming effective until in April, 1920, the Treas- 
ury’s moral obligation having been satisfied, it discontinued purchases for 
the bond purchase fund. 

The Federal Reserve authorities had, wisely I think, undertaken the task 
of creating a market for acceptances, but in the effort to do so had felt it 
necessary to take acceptances at an artificially low rate. 

An arrangement had been entered into during the war by which an in- 
crease in the clearing banks’ rate on interbank deposits would result from 
any increase in the reserve banks’ ninety-day rate on commercial paper. 
It was generally agreed that sach an increase in the rate upon interbank 
deposits would be harmful to the whole situation, but the Federal Reserve 
authorities did not find it possible to eliminate this arrangement until Janu- 
ary, 1920. 

The effort to eliminate the differentials in favor of loans on government 
securities, which had much to commend it from a theoretical point of view, 
placed the federal reserve system in a dilemma between subsidizing infla- 
tion by maintaining a rate much below the market on commercial paper, 
or, on the other hand, creating a disaster in the market for government se- 
curities. It was finally solved in January, 1920, subordinating theory to 
the practical requirements of the situation, by elevating the commercial rate 
considerably more than the rate on war paper.* 

Though something may be said for the view that in the latter part of 
1919 there might have been a somewhat earlier and greater advance in rates 


4The Federal Reserve Banks’ holdings of paper secured by Government war obli- 
gations reached their peak on May 16, 1919 (just before the date, May 20, 1919, 
when the first payment on the Victory Loan reached the Federal Reserve Banks), 
when the amount of such paper was $1,863,000,000. On the same date, May 16, 
1919, the Federal Reserve Banks’ holdings of commercial paper, including bills 
bought in the open market, were at about low-water mark, $359,000,000. Since May 
16, 1919, there has been a pretty continuous contraction in their holdings of paper 
secured by Government war obligations and expansion in their holdings of com- 
mercial paper. On December 26, 1919, war paper had been reduced to $1,510,000,000, 
but commercial paper, including acceptances, had increased to $1,270,000,000. On 
December 3, 1920, war paper had been reduced to $1,161,000,000, but commercial 
paper had increased to $1,859,000,000. 
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on commercial paper and in the open market buying rates for 

my own judgment is that this is a question of detail, rather than of sub- 
stance, and that the effort to make money really dear before January, 1920, 
when the Government was first able to reduce its floating debt to 

able amounts and maturities, would have risked more than it could have 
hoped to gain. 

During the whole of 1919 the continuance of war expenditures and poli- 
cies by the other departments of our Government, such as the War and 
Navy Departments, the Shipping Board and the Food and Railroad Ad- 
ministrations, and the expenditures of foreign governments out of loans made 
by the Treasury in pursuance of credits or commitments previously made, 
continued the abnormal demand for goods and services and the inflation of 
prices and wages, and of the public debt. Professor Sprague spoke of one 
instance: The regrettable fact is that the Government of the United States 
continued to furnish railroad transportation at less than cost until Sep- 
tember 1, 1920, nine months after the Federal Reserve Board adopted its 
dear money policy, and continues today to lend money to the railroads at 
less than cost and much less than the market rate. 

On the other hand, the removal by the Treasury and the Federal Reserve 
Board of the gold embargo immediately after the Victory Loan was the 
most important and effective step towards deflation taken in 1919, 

During the latter half of 1919, the Federal Reserve Board attempted to 
deal with the problem of inflation by what Dr. Miller has called “direct 
action.” It was apparent that, because of the gold embargoes maintained 
by practically every country except the United States, and because of other 
extraordinary conditions, an increase in the reserve banks’ rates could not 
operate upon the international situation, in accordance with the pre-war 
classical example of the Bank of England, for instance, either to cause the 
importation or curtail the exportation of gold, or to curtail the importation 
or increase the exportation of commodities. Amn increase in rates could 
operate solely upon the domestic situation, and with painful results. Under 
these circumstances the Federal Reserve Board was, I think, bound to make 
the effort to deal with the problem by direct action. As a matter of fact, 
it was not until the spring of 1920, when both direct action and dear money 
were in full effect, that the reserve system was able to get any control of 
credit.® 

A difficulty, peculiar to this country, in the way of the successful exer- 
cise of credit control by the Federal Reserve Board, whether by direct ac- 
tion or by dear money, lies in the fact that there are some thirty thousand 


8 The Economist, which has been a consistent critic of the Bank of England’s dear 
money policy, puts the argument for direct action briefly in its issue of January 3, 
1920, page 3, as follows: “In old days when the gold standard was effective, raising 
money rates at a time of undue credit expansion used to increase the basis of credit 
by bringing us gold. In these times no such effect can be counted on, and the 
higher price that has to be paid for money by speculators in securities and com- 
modities has little effect upon them in view of the great fluctuations in prices and 
the large profits that these fluctuations bring them. If credit is to be reserved for 
producers and distributors of necessaries and restricted for those who are holding 
up commodities, this end would seem to be best accomplished by joint action on the 
part of the banks.” 
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banks and trust companies in the country of which only some ten thousand 
are members of the federal reserve system, and that non-member banks and 
non-borrowing member banks possessed an enormous capacity for expansion 
independent of the federal reserve system. 

When in January, 1920, the Government’s floating debt had at last been 
reduced to manageable amounts and maturities, but the hoped for liquida- 
tion did not materialize, the Federal Reserve Board proceeded with vigor 
to control credit through rates. There was no reluctance about the Treas- 
ury’s acquiescence in this change in the discount policy of the Federal 
Reserve Board. On the contrary, the Treasury strongly advised the 6 per 
cent rate which was adopted in January, and the 7 per cent rate which 
was adopted in May, 1920. 

In thus advancing rates the Federal Reserve Board proceeded wisely and 
courageously in the effort to control expansion. With equal wisdom and 
courage it has not attempted to prevent it; and by permitting rates to re- 
main below the open market rates and credit to be expanded during the 
period of deflation of prices, it has prevented the present business depres- 
sion from degenerating into an old-fashioned panic. 

The experiment made in 1920 of establishing penal rates for excessive 
borrowings was well worth trying. It may be questioned, however, whether 
experience has justified it. Certainly the adoption of the system of penal 
rates in a given federal reserve district does not justify the maintenance of 
a basic rate in that district lower than the rate maintained by reserve banks 
of neighboring districts or of the financial centers of the country. 

Turning now to the future of federal reserve policy: 

I share Dr. Miller’s objection to Professor Sprague’s suggestion that 
federal reserve rates should be determined by price movements. There is 
no man, or group of men, to whom the American people will, or should, ac- 
cord the right to determine whether they shall be prosperous or miserable, 
whether they shall have high prices or low prices, whether they shall have 
good times or bad times. The day Professor Sprague’s suggestion is 
adopted by the Federal Reserve Board marks the end of the federal re- 
serve system. It would be absurd for the Federal Reserve Board to ignore 
price movements as symptoms of the general situation, but it cannot base 
its discount policy upon them, 

On the other hand, the reserve alone is not an adequate guide. The ob- 
vious first principle is that the discount rate should be above the market 
rate, whether in consequence of the elevation of the Reserve Banks’ rates 
or the depression of market rates. When it is possible to bring about this 
condition it will be the first duty of the Federal Reserve authorities to see 
to it that the command thus obtained of credit is maintained. When the 
reserve banks’ rates are above the open market rates they will exert an 
automatic pressure on the banks, which cannot be expected to meet their 
customers’ demands habitually at a loss. It is true that under normal con- 
ditions a central bank’s rate, even when it is above the market rate, is not 
always effective. As I have pointed out, the reserve banks’ rates were in- 
effective before we entered the war. But that situation need not concern 
us now nor for a long time to come, I imagine. It cannot happen until 
the production and saving of real wealth have made good the war's waste, 
and the independent resources of the banks suffice for the normal require- 
ments of their customers. Then the member banks’ dependence upon the 
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federal reserve system will be as it should be, seasonal or occasional, and 
not habitual. Until then the market rates will tend to maintain themselves 
above reserve bank rates automatically, unless, of course, panic rates should 
be established, and we may be confident that they will not be. 

If the reserve gets big enough to be embarrassing, the best cure for the 
situation which will then arise is to pay out gold and gold certificates, and 
restore them to circulation. Currency and credit have been expanded by 
the federal reserve system both because of the economy in the use of the 
reserve permitted by the federal reserve act and because of the withdrawal 
of gold and gold certificates from circulation in this country and the sub- 
stitution of federal reserve notes requiring only a 40 per cent reserve, 
We shall not have restored our pre-war financial strength until we have re- 
turned to circulation the gold and gold certificates withdrawn during the 
war and since, and thus re-created the greatly depleted “secondary reserve.” 
To the extent that gold and gold certificates are thus restored to circulation 
and federal reserve notes withdrawn, the practical importance of the ob- 
jection raised by Professor Sprague and Dr. Miller to the federal reserve 
note as a credit note, as compared with the Bank of England note as a gold 
note, will be reduced 

In conclusion: Vastly important as are these questions, more important 
by far is the fact that today the governments of the world are busily en- 
gaged in dissipating the resources of the people of the world; and the Gov- 
ernment of the United States of America is not guiltless. Just so long as 
we enroll armies and build navies in preparation for future wars, as men 
rush to Washington for relief and for special privileges, just so long will 
the fabric of the economic state be in peril. There is nothing that econo- 
mists can do, nothing that the American people can do to save themselves, 
except demand that the waste of public funds shall stop—that there shall 
be no more militarism, no more subsidies or doles. 

The Federal Reserve authorities have stood, during the three or four 
years of my acquaintance with them, for sound things in finance, for sound 
things in banking and currency. They are entitled to the support of all 
good citizens, because they stand today with their shoulders squared against 
the winds of popular stupidity, of political ingenuity, and of selfish interest. 


Give them your support 
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| THE THEORY OF PRODUCTION’ 
Writing of the state of theories of production and distribution that 
were current from 1776 to 1848, Professor Cannan found it “not very 
e easy to understand the admiration which was once felt for the progress 
1 made during that period.”* In another part of the same work he calls 
4 attention to the “unsatisfactory character of theories of production 
i and distribution regarded from a purely scientific point of view.” 
“ Whether the theory of production or of distribution weighed more 
. heavily in his scale of estimate, it is difficult to say. Whether, also, 
4 his disappointment with the progress of economic science in these fields 
; was due to inherent doctrinal fallacy in the system of political economy 
. he is reviewing or to the restricted scope of subject-matter which eco- 
. nomic science set up for itself, it is likewise difficult to say. But it is 
e clear that these two elements in scientific systems are not one and the 
d same thing. For science may fail to meet current needs either because 
its laws or principles cannot stand the test of the accepted canons of 
. formal logic or because these principles are based upon a restricted 
a range of phenomena. A theory of production may, in other words, be 
8 true as far as it goes, but it may at the same time be practically use- 
n less because it does not go far enough. Scientific progress is effected, 
ll accordingly, not only by the refinement of old tools and the rearrange- 
fj ment of old material, but, to a much greater degree, by the fashioning 
1 of new tools and the addition of new material that requires explanation 
and formulation—in short, by widening the range of scientific inquiry. 
1r The recognition of this fact makes necessary from time to time the re- 
id statement of the problems of a science in such a form as to permit a 
“ survey of the materials of science that have hitherto been neglected. 
t. In the light of these considerations, this paper addresses itself to an 


examination of the current theories of production. 


I 


That the price concept dominates contemporary economic theory is 
a truism. It is not altogether clear, however, what form this domina- 
tion takes and what consequences in theory it entails. For the pur- 
poses of this discussion it is sufficient to say that thinking in terms of 
money units has created serious difficulties in the measurement of na- 
tional income and wealth and in the interpretation of the facts of pro- 
ductive processes, and that the price paid for these difficulties is not 


1This paper was read at the Thirty-third Annual Meeting of the American Eco- 
nomic Association held in Atlantic City, December 28, 1920. 

*Cannan, Theories of Production and Distribution, second edition, p. 379. 

8 Ibid., ch. TX. 
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warranted by the returns in economic theory. Whether properly a 
part of economic theory or not, discussions of the magnitude and dis- 
tribution of national wealth and income have for a long time held a 
prominent place in economic writing. Both lay and professional stu- 
dents of economic life want to know not only how industrial organiza- 
tion works but also what its practical effects are. Measures of wealth 
and income are ways of estimating the efficiency of the industrial or- 
ganization of communities. They are barometers of material progress 
and of shifts in social control. And they are almost without exception 
constructed on the basis of money units. When expressed in absolute 
terms they are money aggregates and when expressed in relative terms 
they represent simply the relationships of the same aggregates to one 
another. Yet, widespread as this process of money measurement is, 
and useful as the results of inquiry into money measures may be, the 
fact remains that the initial results of industrial activity are physical 
goods and services—wheat, coal, locomotives, power generators, and 
light. And it is on the abundance or scarcity of such things that the 
material well-being of peoples depends. Now, it is conceivable that the 
relation between the physical output of a country and its money value 
is of so simple and constant a nature that conversion from one to the 
other is a matter of elementary arithmetic. This is in fact sometimes 
the case. But, for the most part, market phenomena in modern society 
are so complex that conversion is beset with technical difficulties almost 
insurmountable. 

This difficulty appears in its simplest form where money wealth and 
income vary because of changes in the purchasing power of the pre- 
vailing unit of value. Thus, in the study of variations in wages, a form 
of income which is usually expended with great celerity, devices are em- 
ployed to neutralize the influence of price fluctuations, Much time and 
energy have been expended in the construction of correction factors that 
are designed to bridge the span between money and goods. Index 
numbers of wholesale prices, retail prices, and of the cost of living— 
each, with all of its variants, has at one time or another served this 
purpose. Controversy over the validity of alternative devices of this 
nature still finds a place in the technical journals. But in this case 
the problem is comparatively simple. The incomes of individual labor- 
ers are relatively small; they are spent almost immediately after they 
are received; they are used to purchase commodities whose prices can, 
in a general way, be easily determined. What, however, is the instru- 
ment that should be used to correct changes in the money value of cor- 
poration surpluses? Should an income of one million dollars in a period 
of rising prices be converted from money to real income on the same 
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principle as that by which conversion is made of incomes under three 
thousand dollars a year? 

From 1904 to 1912, the national wealth of the United States in- 
creased 75 per cent. Population in the same period increased 15 per 
cent and wholesale prices 17 per cent. Even if allowance be made for 
the rise in prices during this period, the wealth of the country shows 
a substantial increase. The question is, how far this increase in total 
wealth reflects itself in the material status of members of the com- 
munity. According to Watkins, “some of this sort of increase in na- 
tional wealth is doubtless due to more adequate occupation of national 
advantages, but more of it is of the nature of the increment in the value 
of the ground upon which New York City is built.”* That is, the 
money wealth of the country increased from 1904 to 1912, not through 
the creation of more goods and services, but through appreciation in 
land values. Nor is it easy to estimate with only a small margin of 
error the portion of the increment of wealth that originates from this - 
source. 

Another and more serious class of problems arises from the effects of 
the progressive utilization of the natural resources of a country and 
from changes in public policy that have a profound, if unknown, in- 
fluence on the magnitude of national wealth. Enough is known of the 
system of valuation of public utilities in this country to permit the 
generalization that their advertised money value may bear little direct 
relation to their physical character. A private water company on 
the point of sale to a municipality will have one value; for the purposes 
of rate valuation it will have a second; as taxable property it may have 
a third; and the same physical property finally owned by the state may 
have still a fourth. By only the smallest stretch of the imagination, 
all of these stages of valuation may be conceived as transpiring within 
a period of two or three years. Yet the water company, the source of 
potable water to the community it serves, has probably experienced 
no significant change in its physical character at all. Programs of 
railroad valuation present the same kind of picture. Whether one or 
another of the several current theories of railroad valuation earns gen- 
eral acceptance, the railroads of the United States will at any one 
time meet the needs of the country, not by showing a higher or lower 
valuation, but by being able to furnish adequate and satisfactory trans- 
portation service. It is the second factor that counts. 

Public utilities also exhibit the influence of a class of phenomena that 
probably widen the gap between money valuation and physical capacity 
and performance. The history of the public utility has been a story of 


*G. P. Watkins, “Estimated Valuation of National Wealth,” Ameatcax Economic 
Review, September, 1915, p. 689. 
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the progressive encroachment of the authority of the state on private 
control and ownership. If our customary conceptions of the profit 
motive are sound, this development must produce a profound effect on 
the money value of public utilities. But, whatever has happened to 
money value—and the material for answering this question is not avail- 
able—the increment of public welfare is obviously a quantity of a 
different nature and a different order of magnitude from anything that 
can be reasonably measured in money terms. This is particularly the 
case when what was once private enterprise has passed completely into 
the control and ownership of an oiganized community. We have yet 
to develop a continuous system of money accounting that can accur- 
ately represent the value to communities or to individuals of property 
that has so changed hands. Conversely, the problem appears in no 
simpler form when the economic history of a country is such that, de- 
scribed in terms of well known economic categories, goods are con- 
stantly changing in status from free to economic goods. By all meth- 


ods of measurement with which we are familiar, the national wealth 
would under such conditions increase. Only in the case of goods whose 
supply may ultimately be entirely exhausted, is it possible to register 
in money accounting the loss to a community from scarcity. But even 


in such a situation, the time when money wealth falls and the extent 
to which it falls are largely matters of speculation. This whole ques- 


tion is one of considerable complexity but its practical implications can 
be indicated in a question of this nature: “What effect, if any, will 
the impending exhaustion of our natural resource of crude oil exert on 


the next estimate of the national wealth of the United States?” 

In all of this discussion the important point is that errors of one 
kind or another are likely to appear in estimates of national wealth and 
income. The errors are generally of such a character that neither 
their number nor their degree is calculable. The whole process is one 
in which a quantitative goal is being constantly shifted to allow for 
the influence of a range of variable qualitative factors. Those factors, 
furthermore, are usually not accidental in origin but are directly or 
indirectly based on some principle of economic or accounting theory. 
An estimate of the national wealth of a country is, for instance, a 
money aggregate composed of a large number of constituent money 
estimates. The determination of each of these constituents makes 
necessary one or more decisions with regard to content and magnitude 
and the resolution of all of the difficulties that such decisions involve. 
Hence the larger the number of decisions required, the more complex 
the raw material, the greater will be the range of error. Nor is it 
practically possible to make any but the roughest and most useless al- 
lowances for errors of this nature. For most estimates of this kind 
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rest upon a great deal of implicit economic and accounting theory and 
an insignificant amount of explicit theory. One reviewer of a census 
estimate of national wealth left “his task with a strengthened feeling 
that economic statistics must be as much economics, even theoretical 
economics, as statistics.” “It would do no harm,” he said, “for the 
Census Bureau to make its theories explicit.”"* A commentator on 
King’s study of wealth and income, while expressing great admiration 
for the study, lamented the absence of the detailed data from which 
the validity of the totals might be tested.° Given, therefore, an un- 
known factor of this nature as a pervasive component of all estimates 
of national wealth, and the difficulty of making sound judgments, for 
the purpose of accepting or rejecting the conclusions of the study, 
should be evident. 


II 


Money estimates of national wealth, then, involve logical leaps and 
methodological assumptions that dictate their use with the utmost of 
caution and circumspection. But the measurement of wealth in terms 
of money is only one manifestation of a universal practice which un- 
derlies organized economic thinking. And it is to the more subtle and 
indirect influences of a pecuniary economic theory that our attention 
should turn. Men and women, in contemporary economic life, may be 
described as leading double lives. They live, on the one hand, in the 
market place, bargaining for wages, bread, stocks and bonds, locomo- 
tives, and what not; and, on the other hand, they live in factories, 
stores, offices, and farms, where they are machine tenders, hand oper- 
atives, managers, promoters, and clerks. If some of the energy of 
modern men is expended in the function of bargaining, or valuation, 
certainly a far greater amount is consumed in the processes of inven- 
tion, management, and manual labor. Yet, so profoundly has the study 
of market phenomena and price determination directed scientific eco- 
nomic thinking, that technological and psychological phenomena, funda- 
mental in more ways than one to a proper understanding of the ma- 
chinery of production, have been almost wholly neglected. The meas- 


5G. P. Watkins, op. cit., p. 689. 

°“It is to be regretted that Mr. King has not taken his readers more into his 
confidence in respect to these and other details of the methods he has used. He 
indicates his source but does not explain ail of his estimates. It is impossible to 
verify his results except by doing his work over again from the beginning.” Allyn 
A. Young, Quarterly Journal of Economics, May, 1916, p. 582. It is interesting that 
in the same review, Professor Young characterizes the book as “Free from irrelevant 
and insignificant detail, it represents a courageous and painstaking attempt to get 
at the larger facts in the situation.” What are the “larger facts” as separate and 
distinct from “irrelevant and insignificant detail”? 
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urement of progress in terms of money and the development of an eco- 
nomic theory in almost the same terms have had the effect of directing 
emphasis and of throwing light on one class of economic phenomena 
and of leaving another in partial obscurity. Wherever, in the prevail- 
ing theories of production, the attempt has been made to consider tech- 
nological and psychological factors, the results have been formulae of 
the utmost simplicity and generality which may be summed up in the 
familiar expressions “division of labor” and “diminishing returns.” 
Nor is this emphasis on the market place limited to the thought of 
professional economists. It permeates popular thinking as well. 
Whether the likeness between professional and lay opinion is a phe- 
nomenon of cause and effect, it is difficult to say. But that it exists 
there is no doubt. Mitchell’s description of the situation designates 
not only the bare facts in the operations of a pecuniary economy but 


also the nature of human reactions to the facts. “The economic com- 
fort or misery of a modern family depends not upon its efficiency in 
making useful goods and its skill in husbanding supplies, but upon its 


ability to command an adequate money income and upon its pecuniary 
thrift. Even in years when crops are short and mills are idle, the 
family with money need not go cold or hungry. But the family with- 
out money leads a wretched life even in years of abundance. To the 
single family, then, prosperity and depressions appear not as prob- 
lems of the adequacy of the goods produced, but as problems of the 
adequacy of money income.’”’ ‘The accuracy of this statement needs 
no confirmation. Whether popular attitude preceded scientific for- 
mulation or vice versa may be a debatable question. But that in both 
spheres of thought the pecuniary attitude is the dominant one, there 
can be no reasonable doubt. In a very indirect, but at the same time 
in a very real and effective way, this manner of regarding economic 
activity is probably at the bottom of some of the restrictive practices 
of organized groups of workmen. But it is not within the province of 
this discussion to spread propaganda calculated to dissipate this com- 
mon error. The task here is the far simpler one of pointing out that 
the limits of economic science, particularly in the treatment of the 
theory and facts of production, have been harmfully restricted by the 
influence of the pecuniary point of view. Because of this influence 
technological and psychological phenomena have been subordinated to 
those of the market, and inadequate theories of production have gained 
currency. From the standpoint, therefore, of both economic theory 
and economic measurement, the dominance of a money attitude has 
had the effect of diverting investigations from fields in which the scien- 
tific yield should be very high indeed. That investigators in these un- 

t Mitchell, Business Cycles, ch. II, p. 21. 
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worked fields will meet new and unfamiliar problems is true. But the 
fear that the problems they will meet are insoluble will deter only 
the timid. 


ena 
ail- 
“a What types of problems, then, would more complete theories of pro- 
the duction comprehend? The first step in the extension of the theory of 
production is the clear recognition of the place in theory of techno- 
of logical and psychological facts. Production may, from one angle, be 
ell considered as a synthesis of the contributions of managers, workers, 
‘ea and inventors. It is the function of political economy to be aware of 
sts these contributions; to know the conditions under which such contri- 
bes butions are advantageously made and the conditions under which they 
ut wither. Competent description of this kind of knowledge can be ac- 
> complished only through the medium of a relevant terminology. Money 
tn units are not specifically and directly relevant either to technological 
ct. or psychological phenomena. So for the purpose of describing such 
ry phenomena, money units must be discarded.* Once economic material 
he is collected and organized from that point of view, discussions of the 
h- nature of production should assume another and more realistic form. 
. Industrial history would then be not only an account of financial or- 
.. ganizations and reorganizations, of price and wage movements, of 
* financial and business crises, enlivened by incidental remarks on out- 
ds standing inventions and inventors, but also the story of the technical 
"i progress of industry. The history of the successive steps in the utiliza- 
th tion of water power may not lend the romance to economic history 
se that it deserves; but it cannot be doubted that an acquaintance with 


the course of water-power development is, at least, as essential to the 
intelligent understanding of economic progress as a knowledge of world 
changes in the output of gold. And what is true of a knowledge of 
the use of water power is equally true of the knowledge of a great 
mass of other technological developments. 

Practically from the beginning of systematic political economy, the 
relevance of discussions of invention in theories of production was rec- 
ognized. Except, however, for the observations of Adam Smith and 
the criticisms of Jevons, economic treatises are surprisingly barren of 
any adequate treatment of the course of invention. Here and there, 
stray facts appear, some new and some old, but progress in theory is 
painfully absent. And yet the problems of invention, in so far as they 

8 By this I do not mean to question either the importance or the necessity of the 
analysis of price mechanisms and institutions, But I do mean that, for the purpose 


of explaining the kind of economic facts which I am here treating, the study of 
market processes and of prices has failed to provide illumination. 
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concern economic theory, are susceptible of systematic statement and 
probably of satisfactory solution. This gap in economic theory, like 
others of the same nature, is probably not due to any unusual diffi- 
culty in the problem but to an almost patent disregard of it. For the 
purposes of orderly treatment a theory of invention resolves itself 
into three or four constituent elements, 

The first of these is concerned with the personality of the inventor, 
It seeks to answer the questions: ‘What kind of people are inventors?” 
“What are the conditions under which inventors invent?” On this 
point there has already been some discussion and inquiry. Interest in 
the question has turned on the place and influence of the pecuniary mo- 
tive on the productivity of inventors, There seems at the present time 
to be no serious difference of opinion with regard to the existence of 
other stimuli that produce the kind of intellectual activity that leads to 
invention, But the real debate apparently centers on the question 
whether these stimuli (instincts of workmanship, contrivance, or cre- 
ative impulses) are primary and dominant or secondary and subordi- 
nate; whether, that is, inventors would invent as freely as they do now 
without having always before them the prospect of economic gain. 
That the pecuniary motive is the significant one has for a long time 
been the tacit, if not the expressed, economic doctrine. But even the 
slightest survey of economic literature shows that, where the question 
has really been studied, differences of opinion have appeared. Taus- 
sig, for example, finds that “the social and economic structure being 
what it is now, and men being now under its influence, they are not 
likely to exert their powers for the general good unless guided, stimu- 
lated, and rewarded in much the same way as leaders in other forms 
of creative activity.”” Marshall, on the other hand, is not so sure on 
this point. “An improvement in business method,” he writes, “is gen- 
erally initiated by a man of affairs who sets himself to attain a par- 
ticular practical end by the best route. The same is generally true of 
advances in industrial technic, in so far as they are made in the course 
of business; but the greater part of the work which lies at the bases of 
these advances is made by other men with different motives and differ- 
ent methods. It is made by mere students; that is, men who labor, 
not with reference to the attainment of any particular practical end, 
but in search of knowledge for its own sake.”’”® 

Now, it is true, as Taussig says, that “on these topics we are much 
in the dark.” But that our ignorance is due to “the same cause that 
prevents decisive answers to many economic questions,” namely, that 


®F. W. Taussig, Inventors and Moneymakers, p. 54. 
10 Alfred Marshall, Industry and Trade, p. 203, 
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“we are unable, or at least unwilling to experiment with ourselves,”* 
is not so clear. At any rate, the problem is one that can be investi- 
gated with a hope of creditable, if not revolutionary, results; and eco- 
nomic dicta with regard to the matter can be removed from the realm 
of pure speculation to one of experience. An important beginning in 
this direction has already been made by Taussig in his study of the lives 
of a group of great inventors. What remains to be done will involve 
both the accumulation of the historical records of the reactions of in- 
ventors to their economic milieu and careful contemporary observation. 
The material for a more complete theory of this phase of invention can- 
not and, fortunately, need not be confined to that which may be ob- 
tained from formal biographical records. For the last few generations 
and perhaps earlier, inventors, in their relations to the industrial order, 
have made their contributions to the progress in the arts under vary- 
ing conditions, It is in an analysis of these conditions and of the 
character of the contributions made under their influence that a part, 
at least, of the answer to our question should be found. 

Disregarding, for the moment, brilliant individual inventors who 
work in isolation and who unaided plan, perfect, and exploit their own 
inventions, it may be said that much of the contemporary contribution 
to progress in the industrial arts originates in the technical and re- 
search divisions of private businesses and in the research laboratories 
of government bureaus and of universities. An increasing proportion 
of the great industrial enterprises in this country have organized as 
an integral part of their business large and continuous research di- 
visions whose function it is to point the way to improvements in indus- 
trial technic. Depending on the nature of the industry, mining engi- 
neers, chemical engineers, chemists and physicists, agricultural and 
industrial chemists, rub shoulders daily in the quest for technical dis- 
covery. What factors determine the problems on which this army of 
scientists is put to work? What is the relation between the importance 
of their discoveries and the pecuniary reward they receive? Are dis- 
coveries in institutions of this character sporadic and revolutionary, or 
are they gradual, slow, and cumulative? ‘These are types of questions 
on which a well informed opinion concerning the origins of invention 
must rest, The records for answering these questions are there. It is 
necessary only to study them. While it may be argued that problems 
of this nature are intricate and hence difficult, it is doubtful whether 
their intricacy is any greater than that encountered in studying other 
aspects of modern business phenomena, American economists, for in- 
stance, have always wanted to understand and explain the policies of 
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American trade unions. A knowledge of trade union policy assumes an 
acquaintance with human acts and attitudes of the utmost intricacy 
and obscurity. But the mere difficulty of the question has not stopped 
the search for light. 

Alongside these men who apply their science in the laboratories of 
private business are the many public servants who are engaged in the 
same kind of pursuit under different auspices. In the Department of 
Agriculture a corps of men with scientific training spend their time in 
the public service on problems of agricultural technic. Similar groups 
in the Bureau of Mines and the Bureau of Standards do the same kind 
of work on problems of technic in other fields of industrial activity. 
And so on, throughout the whole structure of federal and state gov- 
ernment in this country, there are thousands of men and women so en- 
gaged. Now there must necessarily be certain important points of 
likeness and of difference in the operation of these two systems of scien- 
tific investigation. Perhaps the men employed in public agencies are of 
a lower order of competence, or vice versa. Perhaps the discoveries 
made in private laboratories are applied more promptly and more effi- 
ciently to the machinery of industry than those made under the public 
control. It may, indeed, very well be that the needs of practical in- 
dustry are so much more clearly known to the manager of the private 
research bureau that there he avoids all of the wastes of indecision and 
ignorance, and moves with his co-workers swiftly to the goal of his in- 
quiry. Whatever the actual facts in the situation may be, here is ob- 
viously much food for thought and much material for political economy. 
On the face of the matter, too, it does not seem fantastic to ask for a 
comparative study in public and private research bureaus of the fre- 
quency, originality, brilliancy, and practicability of the discoveries 
made in each. 

The field of comparative study may, indeed, be widened by introduc- 
ing a third variable, namely, the conditions of discovery in the labora- 
tories of universities. It is not difficult here to find men who have de- 
voted their lives to search for truth; the pecuniary motive, if it func- 
tions at all, is far in the background. The university investigator, 
further, works apparently under conditions that are remote from the 
practical phenomena of industrial activity. He is regarded as having 
a detached and uninterested attitude toward the practical problems of 
economic life. This feeling about the university scientist is strength- 
ened by an open lack of interest in him for the so-called applied science 
—the chemistry of perfumed soaps. It is frequently the guild prin- 
ciple among some scientific faculties that the task of their members is 
the pursuit of knowledge for its own sake. Now where this is true, what 
is the nature of the scientific output? Does the pursuit of pure science, 
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for its own sake, promote or retard invention as applied to industry? 
What, in other words, are the differences and similarities between the 
discoveries of university investigators and those of public and private 
servants? Can it be that the great basic discoveries which make pos- 
sible the later progress in the industrial arts originate within the walls 
of our universities? Or are they the product of the well-equipped and 
efficiently organized laboratories of private business? 

It should, of course, be clear that, in our present state of knowledge, 
it is impossible to present definitive answers to the questions we have 
raised. All that we can hope to do now is to find the problem, formu- 
late it, and estimate its importance. But it may be well to call at- 
tention briefly here to observations on the same questions made by one 
or two economic students of the same problem. In an acute discussion 
of the conditions under which technical progress in industry takes place, 
Marshall not only recognized the existence of what we may call large- 
scale research and inventions but suggested the effects that the growth 
of such institutions might have on our traditional conceptions of mo- 
tives. In some measure, he writes, “the world is saved by the influ- 
ence of motives other than the desire for gain. To begin with, the in- 
crease in the size of industries is often accompanied by the substitution 
of scientific methods for empirical; while a sound basis of scientific 
technic is largely provided by laboratory work, to which an ever in- 
creasing number of elastic and enterprising minds are rising from 
among the people; being stimulated a little by the hope of gain, and 
much by intellectual ambition, and the sympathy of other students of 
science. . . .”** Similarly, much earlier, John Rae made in this very 
connection the interesting and pertinent suggestion that the motives 
that promote discovery and inventions, applicable to the industrial 
arts, are probably of the same nature as those that move men in the 
pursuit of pure science.” 

The possibilities of a theory of invention are, however, not exhausted 
by the consideration of the incentives to inventors and discoverers. Of 
equal, if not greater, importance in the theory is the statement of the 


12 Alfred Marshall, op. cit., p. 825. 

18“Our subject leads us to attend to invention merely as it concerns itself with 
the material world. But, as the motives exciting the men in whom it is exhibited to 
give themselves up to its requirements, must be held among the chief of the causes 
of its manifestation, and as they who in this department have been most extensively 
inventors, have in general communicated little of the principles that animated and 
sustained them in their career, science and art being silent of themselves, we may 
be allowed to give wider compass to our view, and to cite, when our purpose re- 
quires it, those who have been real discoverers in any of the various regions over 
which the power of this principle extends.” The Sociological Theory of Capital, 
edited by Charles W. Mixter (1905), p. 132. 
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history of an invention after its discovery. It is a fact of common ob- 
servation that only a very small proportion of the total number of scien- 
tific discoveries and inventions find practical application in industry, 
Some inventions are, no doubt, impracticable in every sense of the term. 
But is it generally true that suppression or exploitation of inventions 
in this country is dictated by a uniform business and industrial policy, 
the character of which is understood by economists and the effects of 
which on economic development are known by them? The probability 
is, rather, that business practice in this regard varies considerably 
from business to business, from industry to industry, from time to 
time. If our experience with this question exhibits a modal character, 
the nature of the mode still remains to be explained. One of the very 
striking business developments of the last generation has been the or- 
ganization of great corporations whose primary function has been the 
exploitation and control of new machines. Such corporations are the 
United Shoe Machinery Company and the Owens Glass Bottle Blowing 
Machine Company. In organizations of this character are vested usu- 
ally all of the rights to the machine and out of this control grows the 
power to determine the conditions under which the machine may be 
used. In the proper exercise of such power both the general public and 
inventors are intimately concerned; the general public because the 
policy of utilization has a direct and far-reaching effect on the per- 
formance of an industry which supplies its needs, and the inventor be- 
cause the policy may result in the extension or in a complete restric- 
tion of his sphere of usefulness and activity. The enormous practical 
importance of this whole question has always been recognized with 
reference to the policy of organized labor. Opposition of trade unions 
to the introduction of machinery and restrictions of trade unions on the 
full use of machinery are universally considered in economic treatises. 
But the more fundamental practices of business in the same direction 
have received neither as competent nor as extensive treatment.** 

A third phase of the invention problem is the relation between in- 
vention and patent legislation. An analysis of the character and effects 
of patent legislation should throw light not only on the influence of 
certain types of legislation upon the utilization of the fruits of inven- 
tion but also on the incentives that motivate inventors. A recent stu- 
dent of the practice of suppression and non-working of patents finds 


14Studies by Professor George E. Barnett on the relation between the intro- 
duction of machinery and trade union policy are admirable exhibits of what research 
can accomplish in this field. See, for instance, his “Introduction of the Linotype,” 
Yale Review, November, 1904; and “The Stonecutters’ Union and the Stone-Planer,” 
Journal of Political Economy, May, 1916. He has made also similar studies in 
other industries but these have not yet been published. 
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that the purchase and suppression of patents in this country promotes 
monopoly and also “discourages invention and retards industrial 
progress. . . .” He quotes a statement of the Inventors’ Guild to the 
effect that “modern trade combinations tend strongly toward constancy 
of processes and products, and by their very nature are opposed to new 
processes and new products originated by independent inventors, and 
hence tend to restrain competition in the development and sale of patents 
and patent rights; and consequently tend to discourage independent in- 
ventive thought. . . .” This is, of course, an ex parte statement. But it 
is significant that the same writer leaves his discussion of this charge 
with the conclusion that “it is difficult to find specific evidence with 
which to prove this practice, as no general intensive investigation of it 
has ever been made.”** It is one of the functions of political economy 
to organize inquiries that attempt to supply the necessary evidence. 


IV 


While the first formulations of a scientific theory may contain all of 
the elements essential to the proper development of that theory, later 
influences may direct attention from these elements and thus limit the 
content of the theory. This is apparently what happened to the theory 
of production. Thus Cannan wrote some years ago that “a discussion 
of the different circumstances which regulate the amount of per capita 
produce is exactly what we should expect to find in a theory of produc- 
tion.”*° And by this demarcation of the field, such a question as in- 
vention would find a respectable place in it as one of the “circumstances 
which regulate the amount of per capita produce.” A second, and by 
no means less important, circumstance affecting the amount of per 
capita produce is the attitude of the worker toward his work. Tradi- 
tionally this question has been treated as a problem in the incentives to 
economic activity. When the industrial machine is working smoothly 
and the rate of individual output seems to be reasonably high, the 
factor of incentives is regarded as having little theoretical or practical 
importance. But when, as during the past three years, the need of in- 
creased production appears, attention is centered on devices for stimu- 
lating men to work. Nevertheless, even in periods of the first kind, a 
Science of economics, dealing as it does largely with the motives and 
acts of men, must build its principles upon a foundation of psychologi- 
cal observation. This necessity political economy has met in the past 
with a substratum of psychology characterized by extreme simplicity 


18 Floyd L. Vaughan, “Suppression and Non-Working of Patents, with Special 


Reference to the Dye and Chemical Industries,” Amertcan Economic Review, De- 
cember, 1919, p, 693. 


16 Cannan, op. cit., p. 36. 
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and uniformity. Human nature it regarded as simple, and everywhere 
and at every time the same. Differences between men are external and 
ephemeral; similarities, deep-rooted and dominant. The mainsprings 
to economic activity were so well known that they could be and were 
reproduced in tables, in which motives or incentives were arranged in 
order of magnitude or strength. Such precision, of course, has its in- 
fluence. If political economy consists of a body of economic princi- 
ples, and if these principles rest in turn upon a fund of psychological 
observations, then the more certain we are of the truth of our psycho- 
logical observations, the readier we are likely to be to accept the eco- 
nomic principles. 

The psychological data on which economists built their systems are 
now being frequently and successfully challenged. While there is yet 
no complete psychological system to replace the one now in use, the 
observations of contemporary psychology are such as to indicate that 
motives are more complex and more variegated than the economists as- 
sumed. Attempts to revise political economy with reference to later 
psychological notions are now being made. In this neglected field bril- 
liant contributions have already been made by Veblen, Mitchell, and 
Carleton Parker. It is unfortunate, however, that some of the large 
and important currents of economic thought have remained untouched 
by these developments. The psychology of the bulk of political econ- 
omy is still the fruit of limited personal observation and of a species of 
introspection. When we remember that the contact of the average 
economist with many of the realities of economic life is slight and infre- 
quent, then we may be pardoned for doubting that he is a representative 
type of economic actor and for doubting, therefore, that his contem- 
plation of himself will produce a representative and reliable psychology. 

Probably nowhere in economic writing has this failure to recognize 
the complexity and diversity of human nature brought results that 
more clearly need revision and restatement than in American studies of 
organized labor. Under the implicit influence of an economist’s psy- 
chology, the American labor movement has acquired for the science 
of economics a homogeneity and uniformity which it probably does 
not possess at all. Not that there are not important and outstanding 
points of similarity in the movement; but that there are at the same 
time marked differences, and for purposes of understanding and expla- 
nation the differences are at least as real and as efficacious as the simi- 
larities. What there is of a labor movement in the South, for instance, 
is in many of its characteristics quite a different thing from the labor 
movement in New York City; and west of Chicago it is as different 
from that in New York as the movement in New York is from that in 
the South. Within the same geographical limits, also, the contrasts 
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are as striking as the points of agreement. One need only compare 
trade unionism in New York in the needle trades with that in the build- 
ing trades; trade unionism in Chicago among the teamsters and chauf- 
feurs with that in the packing houses. The existence and influence of 
types of trade unions were recognized and described by Hoxie; but the 
whole problem still presents a virgin field for further study. Econo- 
mists must admit within the phenomenon of organized labor the exist- 
ence of types of human behavior. The next stages in the investigation 
of trade unionism may with much profit be concerned with studying 
patterns of behavior; with relating these patterns to the technical or- 
ganization of the industry in which members of the union work; with 
the financial and industrial policy of the business; with the conditions 
under which the workers live; and with the better known hereditary and 
environmental influences that are usually regarded as shaping the con- 
duct of men. The program of research outlined with reference to this 
restricted field of economic activity should be no different in its essen- 
tial details from that to be followed in discovering the cause and nature 
of economic behavior under other conditions. Economic life, in its 
largest sense, may be conceived as a mass of complex situations. Among 
the many factors that are responsible for creating economic situations, 
certainly two are always active. These two factors—technology and 
psychology—act and react upon one another. It is impossible to con- 
ceive scientific progress without a painstaking and detailed study of 
both, 
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No analysis of the prevailing economic theory of production is com- 
plete without the consideration of such elements of the theory as have 
been the subject of inquiry but where physical and technological factors 
have not received the attention they deserve. The problems of the utili- 
zation of natural resources and of the localization of industry answer 
this description. Each is a problem that has its technological side. 
Political economy has treated both problems; but the terms of its 
treatment have been general, and it has failed to bring to bear upon 
them pertinent technological material. The gaps, in this case, must be 
filled with facts about business practice and with evidence designed to 
test the soundness of our generalizations. The foundation of the eco- 
nomic life of the United States consists of an enormous reservoir of 
natural resources—plant, animal, and mineral. The well-being of the 
community depends upon their effective and restrained utilization. 
Whether or not the people of a country receive to the full the benefits 
which should come from the possession of natural resources depends 
upon the degree to which business practice recognizes and accepts the 
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limitations imposed by the natural or technological characteristics of the 
resources. In economic writing, analysis of the problem of natural re- 
sources has been limited almost entirely to pointing out the relation 
between a growing population and the inevitable exhaustion of material 
resources. The implication is that the rate of depletion is a function 
of the rate of growth of the population, Hence the rate of fall in the 
average standard of living in a country is also, after a certain point 
of development has been reached, a function of the rate of growth of 
the population. But scientific theory does not gain strength and con- 
viction by being general and vague in its terms, The more specific its 
observations, the greater its body of supporting evidence, the more 
reason there will be for accepting its principles and generalizations, 
Engineering art and technological science have only within the past 
decade accumulated and interpreted a vast body of material with re- 
gard to natural resources. The contributions from these sources are 
important in that they indicate, first, the availability of substitutes for 
various classes of natural resources, and, second, that they describe the 
wastes due to unregulated exploitation both in the early and late stages 
of the processes of industry. With such resources as coal, crude oil, 
timber, the history of depletion has not been the simple one of the en- 
croachment of a growing population on limited reserves; but the situ- 
ation has been overcomplicated by the injection of a set of business mo- 
tives and practices that also have had their effect on the rate of ex- 
haustion. These motives and practices, sometimes due to ignorance of 
scientific methods, sometimes to the mad desire for temporary advan- 
tage, constitute influences which no representative system of political 
economy can afford to ignore. In very much the same way, business 
practices and customs, almost independent of changes in the size of the 
population, are represented as leading to waste in industrial consump- 
tion at stages in the industrial progression far removed from the natural 
resources themselves. Recent studies by mechanical engineers of the 
technology of coal, for instance, point to wastes in production and con- 
sumption of coal beyond all imagination. The elimination or reduc- 
tion of these wastes can only be accomplished by a study of the eco- 
nomic causes from which they originate and the economic situations in 
which they thrive. The existence of natural resources is an economic 
fact; their depletion is also an economic fact. All of the situations, 
customs, practices, motives, that determine the nature of the exploita- 
tion of the resources are, like price control, speculation, industrial com- 
bination, and so on, the materials with which an economic science must 
work. It is not enough to say that natural resources tend to become 
exhausted and that exhaustion follows increases in the population, We 
must go farther and analyze the conditions that are responsible for 
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rapid depletion and ultimate exhaustion. Is it too much to ask of 
economic theory that it estimate for us the cost, in any terms, to pres- 
ent and future generations of exploiting our natural resources at a 
rate much slower than the actual one? 

In very much the same way as business custom and practice involve 
waste as well as efficiency and advantage in the use of material resources, 
the movement from one place to another within a country of business 
and industrial establishments similarly produces waste and expense as 
well as benefit and gain. If the development of transportation facilities 
permits the fuller utilization of geographical advantages and superiori- 
ties, it is at the same time true that railroad-building and ship-building 
are costly. The underlying assumption of economic theory in this re- 
gard has always been that the gains outweigh the costs. In an auto- 
matic way, industry becomes localized in one place rather than in an- 
other because of the operation of one or all of the following factors— 
proximity to raw materials, availability of power and transportation 
facilities, the presence of auxiliary industries and of capable and 
trained labor. If this be a true analysis of the major forces that have 
stimulated the building of industries in the places in which they are 
now found, then the advantages of the present and future localization 
of industry are what they have always been assumed to be. Indeed, 
however great these advantages may be they would redound to the 
benefit not only of enterprisers but also to that of the general com- 
munity. 

‘But on what specific evidence does this theory of localization rest? 
Is it an explanation after the fact or a statement of the advantages 
that accrue one, ten, fifty years after settlement of an industry in a 
new situs has taken place? May it not, indeed, be that to an unknown 
degree the kind of localization of industry which we see has thrown on 
the general community a burden of direct and indirect cost for which 
there has been no proportionate return in benefit? Throughout the 
whole development of rail transportation in this country, factors mak- 
ing for increase in cost have generally been operative. Considered in 
simple terms, any railway rate structure which was not based on the 
factors in localization enumerated above would produce a localization 
of industry that, in its origins, at least, would not satisfy the needs of 
a program of economical national development. Yet the local favorit- 
isms incident to the railway history of this country are matters of 
common knowledge. In quite the same way, the general competition 
among American municipalities for factory and business settlements in- 
volves those communities in costs which they do not see but which are 
nevertheless real. Reduction in the tax rate to new manufacturing 
enterprises may constitute a legitimate aid to localization, but it can- 
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not be so considered until its further consequences are known, Mi- 
grations by manufacturers to escape labor conditions imposed by trade 
unions exhibit the same kind of conflicting evidence. The chronicle of 
such movements for the purpose of deriving the advantages of an 
available supply of labor is an old one in economic history. The cloth- 
ing industry in England is placed where its leaders can use as labor the 
wives and children of dock laborers. The wives and children of Ameri- 
can miners are the magnets that attract the textile mills in this coun- 
try. And in the present migration in the clothing industry from cities 
to rural settlements, similar forces operate, That localization of this 
character contributes to the general level of well-being is a gratuitous 
assumption that is certainly open to question. 

The question is all the more valid when we reflect that the change 
of situs is dictated not by economic considerations alone, but by a 
combination of economic and “moral” principles that are very hard to 
disentangle and to weigh. If such influences as these are at all uni- 
versal, much of the localization of industry we are acquainted with can- 
not be satisfactorily explained in terms of arithmetic formulae of geo- 
graphical diversities. For there resides in the condition of localized 
industry much that is artificial and deliberate, much that is due to the 
purposeful adoption of one economic policy as opposed to another, as 
well as much that results from the free and unimpeded operation of 
pure economic forces. 


VI 


If what has been said concerning the inswfficiencies in the theory of 
production carries conviction, we should agree that economic theory 
must open its doors to the psychological and technological material 
that will shed light on its problems. The admission of such material 
and analysis of it by means of a relevant terminology should have not 
only theoretical but important practical bearings. Nowhere is this 
clearer than in the contemporary practice of wage adjustment. If, in 
this confusion of wage principle and practice, any theories of wages at 
all seem particularly to challenge attention, they are the theories con- 
tained in the expressions “standard of living” and “the ability of in- 
dustry to pay.” In the highly organized industries, in which the em- 
ployer and working forces are more evenly balanced, wage adjust- 
ments are more and more being made with reference to one or another 
of several standards of living and to the ability of the industry to stand 
a further increase in wages. With regard to both measurement and 
theory, it is becoming increasingly difficult to make decisions without 
invoking material not yet found in traditional economic writing. The 
leap from one part of an economic text, where the national dividend 
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is described as a flow of physical goods and services, to another, where 
wages, rent, and interest are described as $30 a week, $500, and 6 per 
cent per annum, raises questions which arbitration boards and ne- 
gotiating bodies cannot dodge. There is, in the first place, the simple 
fact that “standard of living,” assumes a real meaning only when it can 
be expressed in terms of physical and nutritional units. In fact, dur- 
ing the past five years types of standards, so constructed, came widely 
into use, principally because standards expressed in money units did not 
throw that direct light upon human needs and comforts which an in- 
telligent consideration of the question required. But if there is any 
advantage in the use of such a physical standard, it is most likely to be 
derived from a comparison between that standard and the capacity of 
the whole of industry to meet it. Such a comparison, of course, our 
present system of money accounting does not pretend to make. An- 
other angle of the same problem appears in even a more interesting 
form in the attempt to determine the ability of a single industry to as- 
sume a specific wage scale. At first the discussion was altogether in 
terms of money wages, prices, and profits. But in the English coal 
mine adjustments, while the same elements still remained, the scope of 
the inquiry was soon widened to include material on the per capita out- 
put of miners, the total product of the British coal mines, the internal 
and external coal requirements of the country, and the factors respon- 
sible for variations in output. Without a consideration of these factors, 
intelligent settlement of the dispute would have been impossible. Simple 
as it may seem on its face, the whole procedure is revolutionary in that 
it makes possible the admission as economic evidence of a whole new 
range of economic fact, hitherto inadmissible. The English coal min- 
ing industry was, of course, at the time under arraignment, and the 
nationalization issue was in the air. But there is evidence that the 
same kind of tendencies are already at work in this country in con- 
nection with industries that, as yet, show none of the earmarks of 
public utilities. 

It may, however, be argued that interesting as these problems are, 
the material with which they can be solved does not exist. The reply 
is, that here, as elsewhere, scientific material is not at hand until there 
is someone prepared to use it. The whole experience of statisticians 
and economists in Washington during the war pointed to the existence 
and availability of facts about industry the reality of which will never 
be admitted except by those who worked with them. No one would say 
that the need for an index of physical production is any more real and 
urgent today than it was ten years ago. Yet with practically no new 
material, the recognition of the problem has produced, first, the measure 
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of national production by Mitchell in 1919, and, second, extensions of 
the same device by Stewart and Day at the present time. 

The task outlined in this paper may seem to be a job of a large 
order. It is. But in its essential character it is no different and no 
more arduous than that which always confronts the builders of any 
science. ‘The work of Galton and Pearson, Davenport and Pearl in 
biological science produced in that field results as revolutionary as any 
that may be proposed in economic science. Not only was the problem 
in biology one of admitting new material, but there was also the fur- 
ther necessity of providing biologists with the technic of mathematical 
statistics. The development of biometrics finds its counterpart in the 
profound changes that the science of chemistry has gradually ex- 
perienced. With the rise of physical chemistry, and the hypotheses of 
colloidal chemistry, the limits of chemistry were extended and the es- 
sential elements in the personal equipment of chemists were forced to 
keep pace. In political economy the matter seems no different. Formal 
delimitation of the scope of the science cannot be defended unless it 
results in positive, concrete, scientific advance. It may be convenient 
to know precisely what the limits of the theory of production are. 
But if the knowledge and the practice lead to sweet contentment and 
nothing else, the wisdom of the limitation may well be questioned. It 
has become customary, unfortunately, to lead the graduate student in 
economics through a first minor in history and a second minor in po- 
litical science; or vice versa. This regimen has created a definite atti- 
tude toward the character and content of economic theory. To satisfy 
the new demands of the science, the course of training may have to be 
changed, just as it has been in other fields of knowledge, to enable the 
investigator to collect and interpret another type of material. With 
a background of psychology and technology, the future economists 
will enter an unploughed field, full of promise and hope for economics 
as a science. 

Lzo Wormay. 

The New School for Social Research. ry 


\ 

| 

i 

| 


AN INDEX NUMBER OF PRODUCTION’ 


The fluctuations in the physical volume of production must be meas- 
ured before they can be interpreted or controlled. The nature and 
causes of the increase in production, the relative significance of the 
various sources from which products are drawn, the extent of the waste 
involved in the decrease of output during periods of industrial depres- 
sion are matters to be determined quantitatively. These changes are 
the outcome of influences so diverse that in order to explain them casu- 
ally the date and the degree of the fluctuations must be specified. To 
make these measurements is the purpose of an index number of produc- 
tion. 

The need for such measurements is so evident and the use of index 
numbers of prices so common that the question arises why index num- 
bers of production were not made long ago. One explanation lies in the 
kind of limits imposed upon inquiries by the traditions of economic 
theory, limits which left the study of production in terms of physical 
units outside the pale. When the economist regarded production as a 
technological process it became to him a mass of bewildering details. 
Technology seemed to comprise fields of specialized knowledge either 
beyond the comprehension of an economist or at least beyond the reach 
of his theoretical formulations. The variety and unfamiliarity of the 
units of measurement, the rate of change in methods of production, the 
scale and complexity of industrial operations discouraged any search 
for generalizations. Such a field, he concluded, might better be left 
to the specialists, to the technicians of industry. So far as economic 
theory was concerned, therefore, the cause and consequences of the 
growth of technology remained the great unknown, and conclusions 
from deductive arguments were protected by the phrase “assuming the 
state of the industrial arts to remain the same.” In the meantime, the 
problem of properly managing our industrial resources suffered from 
the faults characteristic of all merely specialized thinking. 

A further reason why the economist shunned the analysis of the pro- 
duction process in terms of physical units is that, in common with the 
business community, he believed the facts could be adequately stated 
and handled in pecuniary terms alone. He congratulated the com- 
munity on having a common denominator of money in which to do its 
thinking. Like the accountant he took inventories in terms of dollars 
and cents and in the absence of any specific knowledge about the changes 
in the volume of goods and of equipment he ordinarily assumed a co- 

1A paper read at the Thirty-third Annual Meeting of the American Economic 
Association, held at Atlantic City, December 28, 1920. In the collection of the sta- 


tistics and in the computation of the index numbers the writer has had the as- 
sistance of Miss Caroline Emerson and Miss Stella Stewart. 
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incidence between statements of money values and the underlying in- 
dustrial quantities. Statements of national income and of national 
wealth in money terms may be given a clear meaning, but to fund these 
items and measure them in money terms alone is to obliterate distinc- 
tions which must be preserved if we are to understand and administer 
industrial processes. No question need be raised about the usefulness 
of this pecuniary accountancy for business purposes; likewise there 
can be no question about the need for an industrial accountancy for 
industrial purposes. 

A system of industrial accountancy cannot be confined to recording 
the activities of a single plant; it must measure the flow of products 
from great groups of industries. As industrial economists we are in- 
terested not merely in the management of single factories;. we are con- 
cerned also with the effectiveness of the correlation between industries 
and groups of industries. Fields, mines, factories, and railroads work- 
ing together under a codrdinated plan make up the industrial system; 
their total product is largely determined by the effectiveness with which 
they come into gear with one another. What is needed, for purposes 
of measurement and for guidance, is a system of index numbers of pro- 
duction so constructed as to reveal the behavior of the industrial sys- 
tem in its parts and as a whole. 

Experience in the construction and use of index numbers of prices 
indicates the methods to be used in measuring the changes in the level 
of production.* In making a production index one is confronted with 
difficulties similar to those met in constructing a price index. There is 
the problem of selecting the commodities to be included, the choice of 
base periods, and the problem of weighting the selected samples in such 
a way that each will have its proportionate influence upon the final re- 
sult. To an explanation of how these problems were dealt with in the 


construction of the present index number of production, we may now 
turn. 


2The work of the Price Section of the War Industries Board was especially use- 
ful in making a choice of methods of construction. In addition to the index of 
prices, an index was constructed under the direction of Professor Wesley C. Mitchell, 
measuring the fluctuations in the physical volume of production for the period 1913 
to 1918. (History of Prices During the War. Summary. War Industries Board 
Price Bulletin, No. 1, pp. 44-46.) Also Mr. Wolman, as chief of the Division of 
Statistics of Production, made it evident during the war that the problem of pro- 
duction could be handled statistically. Out of the war experience, in fact, there 
came a new recognition of the desirability of measuring the physical volume of 
production. Mr. Edmund E. Day, working from much the same data as those used 
in the present study, but by a somewhat different method, has also just completed 
the construction of an index number of production. (The Review of Boonomic 
Statistics, September-December, 1990, The Harvard University Press.) 
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This index number is based upon a total of 91 different series of 
commodities.* For two thirds of these, production figures are available 
for every year from 1890 to 1919, and for the remainder the informa- 
tion is available beginning in 1904. The following table shows the 
number of commodities in each of the groups and sub-groups: 


All Commodities....... 91 Materials ............+ 89 Manufactures .........- 50 
Materials 89 «Farms .........+..- 16 From farm products... 22 
Manufacture ....... 50 Mines 13 “ mineral products 23 
Transportation ..... 2 Forests ........+++. 7 +“ forestry products 4 

Fisheries ..........+ 2 “ fishery products 1 


Of the 50 different series under Manufacture, 14 are not manufac- 
tured products, but are estimates of the amount of certain materials 
used in manufacture. In the absence of information about the produc- 
tion of cotton cloth, for example, the figures showing how much cotton 
was used in manufacture in a given year were taken as indicating the 
production of cotton textiles in that year. In other series, imports of 
certain materials were taken as indicating the production of the com- 
modities into which they entered. This method of estimate was not 
used where there was reason to believe that the accumulation of stocks 
from one year to the next was an important factor. 

The production statistics of certain commodities were excluded from 
the index. The figures for the production of distilled and fermented 
liquors, for example, were not used because they are for fiscal years 
while the other data are for calendar years. The decision against these 
series was made only after fair trial, and when it became evident that 
production figures for the year ending June 30 could not be used as 
equivalent to the production for the year ending December $1, if the — 
purpose were to make year to year comparisons. 

The figures for the production of freight cars, passenger cars, and 
locomotives, which are available for the entire period from 1890 to 
1919, were also excluded because during that period the type of car 
and of locomotive underwent great change. Though today they pass 
by the same names they are in reality quite different products. The 
locomotive increased from the average weight of approximately 40 
tons to 89.5 tons. The average capacity of freight cars almost 

$A list of the commodities arranged by groups, and a table of the index numbers 
are presented on pages 67-69. The sources of information were for the most part 
official publications. Among these were the bulletins issued by the various bureaus 
of the Department of Agriculture, the Geological Survey, the Bureau of the Census, 
the Bureau of Fisheries, Bureau of Internal Revenue, Bureau of Foreign and Do- 
mestic Commerce, and the Interstate Commerce Commission. Other sources were 


the publications of such commercial organizations as the American Iron and Steel 
Institute, the New York Board of Trade, and the New Orleans Board of Trade. 
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doubled. Numbers of freight cars and of locomotives, therefore, are 
not satisfactory statistical units to use in a measurement of changes in 
production over long periods. It is hoped later, however, to make use 
of these figures in a study of the changes from year to year in the out- 
put of equipment. 

In some instances the series included are the result of estimates. In 
the live stock industry, for example, a large number of estimates were 
necessary and the results are-only partially satisfactory. From 1907 
to 1919 the figures for meat production are based upon the number of 
animals inspected for slaughter, and a further estimate for the slaughter 
which did not come under federal inspection.* Prior to 1907 the figures 
for inspected slaughter cannot be used as indicating meat production. 
For the earlier years, therefore, the estimates are based on the differ- 
ences between receipts and shipments of cattle, hogs, and sheep in the 
fifteen principal markets. These markets include the great packing 
centers. A comparison of receipts minus shipments with the figures of 
inspected slaughter during the period when the latter are trustworthy, 
shows that though the degree of fluctuation is not the same yet they 
agree in the direction of change. In the absence of anything better, 
therefore, the differences between receipts and shipments were used as 
indicating the general trend of meat production. 

Another industry which required calculation, but not estimates, was 
Transportation. Here it was necessary to convert figures for ton- 
miles and passenger-miles from fiscal years to calendar years. The 
method of conversion consisted, first, in pro-rating the fiscal year total 
of ton-miles among the months, the basis of the distribution being the 
percentage of the annual freight revenue received each month; second, 
in adding up the ton-miles by calendar years. The same method was 
used to convert fiscal year totals for passenger-miles into calendar year 
totals. This was done for each year from 1907 to 1916, when the Inter- 
state Commerce Commission began publishing the figures by calendar 
years. The information necessary to make the conversions was not 
available back of 1907, and consequently from 1890 to 1907 the figures 
for transportation service are for fiscal years. 

There are other estimates involved in establishing the 91 series but 
this is not the place to set them forth in detail. The instances that 
have already been given are typical of the difficulties with which one is 
confronted in taking the initial step of selecting the commodities to be 
included. 


4From 1911 to 1918 the figures used are those furnished by the Food Adminis- 
tration, which make allowance for the seasonal fluctuation in the weight of live 
stock. See Production of Meat in the United States and its Distribution during the 
War, by Stephen Chase, Food Administration, 1919. 
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In view of the various degrees of importance of the different com- 
modities included in the index a system of weighting must be used. 
Weights are provided in order that each commodity, standing as the 
representative of part of a sequence of production, may exercise upon 
the index number an influence proportionate to its importance. For 
the purposes of the present method of weighting, the production process 
is regarded as consisting of a series of sequences, each starting from 
some initial raw material, and passing through various stages to the 
finished product. It is important in such a plan to avoid duplication 
in those series which have a large number of representatives, and to 
give wherever possible the full value of a sequence to such representa- 
tives as can be found. 

In the beginning, therefore, the so-called raw materials produced at 
farms, mines, forests, and fisheries are weighted according to their 
value at the place of production. The average farm values, for ex- 
ample, in the base year, are taken as indicating the importance of each 
of the materials from farms. Each manufactured commodity is then 
weighted according to the “value added” to it by manufacture, that is, 
the difference between the initial value of the constituent materials in 
the base year and the value of the commodity at that particular stage 
of manufacture in the same year. So, for instance, coke is included 
only at the difference between its value and the cost of the coal used in 
its manufacture, and structural steel only at the value by which it ex- 
ceeds the steel ingot from which it was rolled. Thus the value of the 
sequence as a whole is distributed among its various representatives. 
In cases where there is a single series it carries the weight for the whole 
sequence. For instance, “wool, used in manufacture,” is weighted for 
all the products manufactured from wool. In deciding upon the weight 
to be assigned Transportation it was necessary to estimate the “value 
added” by the transportation service and to divide it between freight 
and passenger service. The “value added” was estimated by subtract- 
ing from the operating revenues the cost of materials, including an al- 
lowance for depreciation chargeable to operating expenses. Various 
methods of estimate have necessarily been used in determining the 
weights, but the objective has remained the same—that is, the assign- 
ment to each commodity of a value which when it was added to the 
values assigned other commodities in the same sequence would keep that 
Sequence in proper proportion to other sequences. 

The results of the system of weighting, so far as it affects the de- 
gree of influence exercised by each group upon the All Commodities 
index, is indicated by the following table. The figures are percentages 
showing the distribution among the various groups of the total pro- 
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duction aggregates (production in physical units multiplied by weights) 
for the year 1914. 


All Commodities ..... 100 Materials .....cccccee 51 Manufacture ........... 35 
Materials ...ccccces 51 39 From farm products... 21 
Manufacture ....... 35 a 

Transportation ..... Sh 8 “ forestry products 1 


The year 1914 has been used as a base year for purposes of weight- 
ing, because of the information made available in that year by the Cen- 
sus of Manufactures. The question arises, in view of the business con- 
ditions which prevailed during 1914 whether that is a satisfactory 
year to use as a base for weighting. It has been thought that the de 
pression in that year may have affected industries unevenly. The fol- 
lowing table, which shows the percentage distribution of the total “value 
added by manufacture” among the various groups of industries, for 
four successive census years, may be used in determining that question. 


Percentace or Toran “Vatve appep By ManvuPracrure” 


Group 1914 | 1909 1904 1899 
100.0 100.0 100.0 100.0 
Food and products ........... 10.0 8.8 8.6 86 
Textiles and products......... 14.4 15.4 14.8 152 
Iron and steel and products... 148 16.0 16.0 16.9 
Lumber and manufactures..... 8.5 10.2 11.2 10.9 
Leather and products......... 3.6 3.8 3.9 3.8 
Paper and printing......... os 8.7 8.5 8.8 8.2 
Liquor and beverages......... 5.3 5.7 5.7 6.0 
Chemicals and products..... oe 7.2 7.0 7.0 64 
Stone, clay and glass products. 3.8 4.1 43 3.8 
Non-ferrous metals and products) 4.0 4.1 4.2 4.5 
Tobacco manufactures ........ 2.9 28 33 3.5 
Vehicles for land transportation) 4.5 3.0 23 2.6 
Railroad repair shops ........ 3.0 2.6 2.6 24 
Miscellaneous 9.3 8.0 7.9 712 


The table indicates that in spite of changes in prices, methods of 
production, and conditions of business, there is a remarkable degree of 
constancy among various groups of industries with respect to the per- 
centage of the total “value added by manufacture” contributed by each 
group. During the entire period each of the fourteen industries oc- 
cupies approximately the same rank with regard to the others. Such 
changes in relative importance as actually took place between 1909 and 
1914 are not due exclusively to the character of the business condi- 
tions in 1914. Five years elapsed between the census takings, and even 
if business conditions had been the same in the two years, there would 
have been some shifting in industry. Since the same general propor- 
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tions are maintained throughout the period it seems satisfactory for 
purposes of the present system of weighting to use figures from the 
census of 1914, 

One further technical point needs to be noted. When the list of 
commodities was revised in 1904 to include the new commodities for 
which production statistics had become available by that year it was 
necessary to adjust the production aggregates for the years 1890 to 
1903 during which those commodities were not included. This adjust- 
ment was made simply by raising the series of aggregates for the 
earlier years to the level of the aggregate of 1904 with the new com- 
modities included. Since the index measures only the relative changes 
this adjustment does not affect in any way the fluctuations of the in- 
dex in the earlier years, and it makes possible the inclusion of commodi- 
ties which could not otherwise have been used. 

This statement of methods may now be brought to a close by reciting 
briefly the steps in the computation of the index number. These com- 
putations consist for a single year in multiplying the production of 
each commodity in that year by the assigned weight, and then adding 
these results to obtain the production aggregate for that year. The 
weights, of course, are kept constant so that in the calculations for 
the successive years the only variable is the production in physical 
units. When this is done for each of the thirty years the result is a 
series of total production aggregates and series of sub-totals for the 
groups which may be turned into relatives on any base desired. The 
base selected for the index numbers here presented is the average pro- 
duction aggregate for the three pre-war years; that is, the average of 
the production aggregates for the years 1911 to 1913 is taken as 100. 

We may now consider the fluctuation of these index numbers as 
shown by the charts and comment briefly on the meaning of those fluc- 
tuations. Chart I furnishes a comparison of the changes in the level 
of production with the changes in the level of prices. The chart is a 
graphic representation of the All Commodities index of production and 
the All Commodities index of prices as given in the table on page 68. 
Perhaps the most apparent fact is that prior to the war inflation the 
volume of production rose at a rate more rapid than the level of prices. 
During the period from 1890 to 1914 the index of production rose 
from 45 to 101 while the index of prices rose from 82 to 101, But 
during the next four years, that is from 1914 to 1918, the level of 
prices rose 99 per cent above the pre-war level, while production in- 
creased 28 per cent. 

This increase in production looks small compared with the rise in 
prices, yet it is in itself a remarkable fact. It is still more remarkable 
that in an earlier period of the same length production increased at an 
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even more rapid rate. From 1908 to 1912 the increase was 26 per 
cent. Both periods begin in a year of depression and end at a peak 
of industrial activity. The increased production of the war period, 
therefore, was not due merely to a patriotic effort to increase output, 
but was made possible by the industrial slack which existed in 1914. 

The sources of this increased production of the war period become 
more evident from an analysis of the curves on Chart II. This chart 
presents the index numbers of Total Materials, Total Manufactures, 
and Transportation. From 1914 to 1915 there is a marked increase in 
all three. After 1915, however, Materials does not rise above the point 
reached in that year, while both Manufacture and Transportation 
make great advances in 1916 and rise again in 1917. Some conception 
of the magnitude of the task performed by the railroads while under 
government operation is apparent from the chart. At a time when the 
aggregate production of the country was increasing 24 per cent, the 
burden upon the railroads increased by 41 per cent, and this increased 
traffic was carried without substantial increases in equipment. 

A comparison of the curves for the entire period of thirty years 
shows the relative rates of increase of the three groups. Transporta- 
tion ranks first in the rate of growth, manufactured products second, 
and materials third. There is a similarity in the movement of the 
Transportation index and the index of Manufactures, especially over 
the period where both are on a calendar year basis. Prior to 1906 the 
effect of using fiscal year figures for Transportation can be noted. The 
use of totals for the year ending June 30, makes the changes come a 
year later than the corresponding changes in Manufacture. 

We speak of the rate of growth in production, but the increase has 
not been a steady advance. The tendency of prices and production to 
keep step is especially significant in those periods when the volume of 
production falls off because of the condition of the markets. As a 
single instance, take the depression year of 1908. A striking fact in 
that year is the divergent movement of Materials and of Manufacture. 
The output of materials actually increased while the production of 
manufactured goods decreased. ‘The explanation for this divergence 
seems to be that the production on farms is not under the influence of 
market conditions to the same degree as production at mines and fac- 
tories. In 1908 the production of corn and wheat and hay and hogs 
and cotton was greater than in 1907. But the production of bitumi- 
nous coal was 62,000,000 tons less, a decrease of 16 per cent; the out- 
put of steel was 9,300,000 tons less, a decrease of 40 per cent. Though 
the cotton crop was greater by 19 per cent, there was less cloth pro- 
duced, because the cotton actually used in manufacture decreased 9 
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per cent. The farms were busy, but the textile mills and steel plants 
were idle. 

Perhaps these figures in physical units seem unfamiliar and you pre- 
fer to count the loss in money values. Assuming, then, that in 1907 
the national income was $30,000,000,000, whatever that may mean, the 
decrease in total production in 1908 of 5.36 per cent cost the country 
over $1,600,000,000. I would add other items to this total, but I 
know of no way to include in the reckoning the costs in worry and pri- 
vation borne by men out of work and by their families. This decrease 
in production occurred not because there was a shortage of materials 
nor a lack of equipment, nor because there were no men willing to work, 
but because there was not an adequate organization for bringing these 
elements together for the purpose of producing goods. 

Such, approximately, were the losses due to the depression of 1908. 
We are now entering another depression, the duration and intensity of 
which no one can predict with certainty, and as a community we seem 
to count the losses as inevitable. To regard waste of such magnitude 
as the necessary accompaniment of business cycles and to give up the 
problem of stabilizing the level of production is to confess our incompe- 
tence. Instead of such confession, however, one ordinarily hears com- 
plaints about workmen soldiering on the job. For the analysis of such 
problems we need a re-introduction into economic theory of the con- 
cept of waste, and we need the tools to locate and to measure it. 

In conclusion, the index numbers here presented are not to be re- 
garded as definitive and final. They are in the experimental stage and 
are subject to additions and betterments whenever a way of improve- 
ment is suggested. As information concerning the output of other 
commodities becomes available they may be included in the index. The 
present method of construction permits their inclusion without break- 
ing the continuity of the index. The gathering of such additional in- 
formation and the testing of the adequacy of existing data are tasks 
which must not be slighted. In the present state of the statistics of 
production such work is more important than the choice between alter- 
native methods of organizing the information after it is once collected. 
So long as whole industries are omitted from the index, such as the 
building industry, the work of measuring the changes in the volume of 
production is little more than begun. Certainly the extent of agree- 


‘One plan for stabilizing production was proposed by Professor David Friday 
a year ago, while there was still a chance of preventing the present decline in out- 
put. See article in Journal of Political Economy, February, 1919, entitled, “Main- 
taining Productive Output—A Problem in Reconstruction.” Whatever the merits 


of his particular proposal may be he has at least recognized the nature and serious- 
ness of the problem, 
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ment among the index numbers of production which have so far been 
constructed is no more significant than the fact that they all have the 
common shortcoming of omitting the building industry. Any interpre- 


a tation of these index numbers must begin with a recognition of those 
industrial activities which are now unmeasured and omitted. The 
increase in precision will be in proportion to the attention paid these 
present shortcomings. 

Watters W. Srewarr. 
Amherst College. 
List or Commoprrres Inctupep 1x _Inpex or Propucrion 
MarTERIALS FROM MANUFACTURE 
I Farms: rrom Farm Propucrs: 
Apples Coffee, used in manufacture 
Barley “Cotton, used in manufacture 
Corn Cotton seed 
Cotton, raw Cotton seed oil 
Hay Cake and meal, cotton 
Oats *Hulls, cotton 
*Peaches *Linters, cotton 
Ss 7 Potatoes, white Hemp; Manila, used in manufacture 
1 *Potatoes, sweet Jute, used in manufacture 
\| Rice Sisal grass, used in manufacture 
bee Cigarettes 
@ Sugar, beet 
Sugar, cane 
Tobacco T and snuff 
“ Wheat Wheat, used in manufacture 
Wool, raw *Beef 
*Mutton 
*Pork 
3 *Hides, cattle 
*Skins, 
& Silk, used in manufacture 
o Wool, used in manufacture 
a 
II Mrnes: VI Mawnvuracrurep Mrinerat Propucrs: 
“ Coal, anthracite *Brick, common 
s Coal, bituminous *Brick, front 
Copper *Brick, vitrified 
Gold Cement 
= Iron, ore Coke : 
Co used in manufacture 
= Petroleum Gold, used in manufacture 
a + Pyrites Pig iron 
7 Quicksilver Steel ingots and castings 
Salt *Bars, merchant 
3 Silver Plates and sheets 
*Sulphur ore Rails 
o Zine *Structural shapes 
3 *Skelp 
*Wire rods 
= *Tin plate 
| Nails, cut 
Nails, wire 


Lead, used in manufacture 
*Lime 


Silver, used in manufacture 
k Tin, used in manufacture 
Zinc, used in manufacture 
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Fonresrs: Vil Maworacrursp rrom Forest Propucrs: 
*Douglas fir *Lath 
*Hemlock *Shingles 
*Oak Turpentine 
*Spruce Rubber, used in manufacture 
*Western yellow pine 
*White pine 
*Yellow pine 
IV FisHentes: VIII Mawnvracrurep rraom Fisuery Propvucrs: 
*Cod *Salmon, canned 
*Haddock 
*Mackerel 


TRANSPORTATION 
IX TRANSPORTATION: 
Freight—ton miles 
Passenger—passenger miles 
* Included from 1904-1919. 


DISCUSSION 


Cart Snyper.—In his comprehensive work on Business Cycles, 1913, 
Mitchell pointed out as among the first requisites for a larger understanding, 
the need of an index of the physical volume of trade. An inquiry under- 
taken by the writer showed that a reliable index of the volume of trade was 
much more difficult of compilation than an index of production in the lead- 
ing lines of industrial activity, including, of course, agriculture. But the 
preparation of this latter revealed that an index of production is likewise 
probably the most accurate index of trade that we have. There is probably 
no great variation in trade aside from the variations in product. That is to 
say, what is produced is very largely consumed year by year; and there ap- 
pears to be very rarely any accumulated surplus of moment. 

Probably the best general index of trade that we had was the bank clear- 
ings outside of New York City. It had been supposed that these grew more 
rapidly than the general trade of the country, and also that they were very 
greatly affected by periods of intense speculative activity, like those of 
last year. 

Prior to 1890, these clearings did grow very rapidly, owing to the rapid 
extension of the clearing house system, and the actual number of clearing 
houses. Subsequent to 1890 these clearings, corrected for price changes by 
dividing by the Bureau of Labor’s index of commodity prices, show a fairly 
consistent growth at the average rate of close to 4 per cent per annum. 
The preparation of an index of production revealed that the average annual 
increase in the product was practically the same. Periods of speculative 
activity do show a sensible variation between the two indices; but only for 
a brief time. 

It is remarkable that, until the present year, there had been no serious 
effort to measure the total national product or its rate of growth over an ex- 
tended period of years. This was the more regrettable, for it left the field 
wide open for the most conflicting views as to whether production in a given 
year was low or high, labor inefficient or the reverse, whether there was a 
scarcity of goods, and so on. 

Professor Kemmerer had made an excellent beginning in his Money and 
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Prices, and Professor Fisher had attempted the same thing in the working 
out of his standard work on the purchasing power of money. Then, as so 
often happens, the problem was attacked anew this year, from somewhat 
different angles, by Dr. King, Dr. Stewart, Dr. Day, and the present 
speaker. A very substantial agreement appears between each of the investi- 
gations. Dr. King obtained weighted averages embracing 15 principal pro- 
ducts; and these averages show a fairly steady rate of growth of about 3.4 
per cent per annum. Dr. Stewart's line shows about the same trend. Dr. 
Day had not yet combined his series into a single line. We took simple 
averages of his unadjusted indices for his three series, and obtained a slope 
of close to 8.5 per cent. 

We worked out three different series, first one of 28 principal products 
running back 40 years; then one of 49 items running back 50 years; and 
finally one beginning with these 49 items and adding others as rapidly as 
they were available, so that for the last 20 years the average was above 70 
and latterly the total number of items 87. Unweighted averages were 
taken of these, and, save in the earlier period from 1870 to 1890, there was 
no substantial difference between the three series. Taking the slope only 
from about 1890, the rate of increase on the first was 4.3 per cent; on the 
second, 49 items, about 3.3 per cent; and on the longest list about 4.2 per 
cent per annum. 

The problem of weighting is obviously a difficult one, and the method 
necessarily one of arbitrary choice. Happily, the number of items available 
is large enough so that, as Bowley, Mitchell, and others have been at much 
pains to demonstrate in other fields, there was no very marked difference, 
save in minor details, between these and the weighted averages of King, 
Stewart, and Day. In general all of these agreed in a slope, in the last 30 
years, of around 314 to 4 per cent. 

Considering the amount of material available, its nature, and the consider- 
able probability of error involved, it may now be said with confidence that 
this is approximately the annual rate of growth within the last generation. 
It will be noted that this rate is considerably lower than that estimated by 
Professor Fisher, and somewhat lower than that of Professor Kemmerer. 
This also disposes of the idea that the ton mileage of the railroads is a 
good index of production. For the last 40 years the freight traffic of the 
railroads, expressed in ton miles, has shown a remarkably even growth at 
the rate of about 6.2 per cent, or 50 per cent greater than any probable 
rate of production growth. This simply expresses the fact that, as the urban 
population grows and production is concentrated more in large centers, the 
greater must be the haul of food, fuels, and materials back and forth to 
feed and supply this population and their specialized industries. 

The fact which stands out, of course, in all these investigations, is the 
amazingly even character of this production growth, and how very slight is 
the variation in the flow of goods from year to year throughout periods of 
wide prosperity or deep depression; how slightly it was affected by the war, 
and how little relationship it often bore to the prevailing spirit or tradi- 
tional idea of any given time. Thus, the period after the great panic of ’73 
is usually referred to as one of the deepest depressions the country ever 
knew, and yet, beginning a year or two after that panic there appears to 
have been a very marked expansion, at a rate seldom equalled since. We 
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have here a transfer of the usual delusion that profits and prices are a 
measure of the real prosperity of a nation. 

In the same way we see that there was, contrary to almost universal im- 
pression, no unusually rapid expansion in the late war. The 
to have been reached in 1916 or 1917—there was seemingly little difference 
in the total of the two years. And in the same way, contrary to almost 
universal expectation, there has been no great diminution since the war 
closed. So we had no huge surplus of goods to dispose of. On the con- 
trary, there never seemed a greater scarcity than last winter and last spring; 
and never such an extraordinary rise in prices in peace times. 

So far as we can judge, there has been, between the last five years, no 
very great difference in the total of the annual product; and the consider- 
able increase in the rate in 1916-1917 has been compensated, apparently, by 
a somewhat lower rate since. From this I think we can say pretty surely 
: that there is no huge overgrowth of manufacturing or productive capacity 
bid in this country, save perhaps in a few lines too obvious to need mention. So 
* there does not seem any cause for apprehension that the present depression 
' through which we are passing will be of any longer duration than those of 
j} the past; and in the minds of many careful observers the forces at work are 
: such as to make this depression, for the United States perhaps, briefer and 
lighter than for any of the other great commercial nations. 

In the same way it is perfectly evident that between the total of the na- 
tional product and the general price level there is only the slightest dis- 
coverable relation, and this only of the briefest duration. Periods of the 
most rapid growth in production, as in 1874-1880, have likewise been periods 
of rapidly declining prices; and vice versa. 

Hardly greater foundation has the traditional belief that “iron is the 
barometer of business.” It is no doubt true that the volume of new con- 
struction makes up the larger part of that which we call the business cycle, 
that is, the variation between periods of expansion and relative quiescence. 
And iron and steel are, of course, a most important element in this new con- 
struction. It is further probably true that when the steel trade is good, 
other business is brisk and profits satisfactory. But just as the variation in 
the mercury tube in extreme depression and a “high barometer,” when every- 
one feels buoyed up, is normally on the order of less than 5 per cent, so 
we may say that the difference in national product from one period to an- 
other is probably not much more—8 or 10 per cent at the outside, as meas- 
ured by years. 

The difference produced by extreme depression and prosperity in the iron 
trade is fairly set forth in the estimates of manufacturing products which 
have been given us by Dr. Stewart and by Dr. Day. For the rest, it is 
evident that the iron trade lags rather than leads the general expansion, 
and is one of the last of the industries to feel the turn of the tide, as was 
so notably evident this year. 

But if the problem of measurement of the national product has now 
been disposed of, there still remains yet another, and that is the measure- 
ment of the current product; and for practical affairs this is of far greater 
importance. The variations in the business cycle, as Professor Mitchell 
has so clearly set forth, lie perhaps as much as anything in a dislocation 
between the even pace in the different lines of industry—too rapid expan- 
sion in one direction, too little in another, so as to disturb the normal equi- 
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librium. The whole of the national product does not greatly vary, but that 
of the several industries may vary quite widely. Now, in very large part, 
goods are exchanged for goods and services for services; and if there be 
overexpansion in this line or that, there comes inevitably overproduction in 
special lines, a period of crisis for these industries, unemployment, failures, 
and all the traditional phenomena of lack of balance. 

This and little else is what is happening now. It is not because of any 
fall in our foreign trade, or because of overextension of credits abroad, or 
the inefficiency of labor, or any of the nine and forty special reasons which 
are always urged at such times. Our foreign trade has been good, but it 
has not been enormous. Its rate of growth over the last ten years was not 
deeply affected by the war. It is not now due, it does not seem to me, for 
any violent or long-continued collapse. And if national production has been 
at the peak of its history in the last five years, it is very evident that the 
idea of the inefficiency of labor is very largely a subconscious impression, or 
what Professor Ogburn would probably call a wish thought. 

What is troubling us is simply industry out of balance. In certain par- 
ticular and very obvious lines we have been going a little too fast. Now, if 
we wish to get rid of these periods, or cycles, of industrial disturbance, we 
ought to know that the several industries are marching in step, in other 
words, what is the current rate of production in the several lines. This is 
one question that has especially engaged my department this year. We have 
so far been able to obtain satisfactory indices in about 25 of the major in- 
dustries of the country, including perhaps 60 or 70 per cent of the raw pro- 
ducts and basic materials, and in some of the more fudamental manufactures, 
as the production of pig iron and steel, refined sugar, refined copper, and 
so on. 

In the course of a few months we hope to have at least ten or a dozen 
more, and with these we shall have, I think, a very clear and accurate pic- 
ture of the industrial flow from month to month. By reducing each of the 
industries to a common denominator, we shall know by means of index 
figures exactly whether we are producing very much more pig iron or copper 
or sugar, or importing much more rubber or silk or wool than the normal 
need. It was very striking, when we first obtained these indices, to note 
how clear was the overproduction in certain lines and the very large cer- 
tainty that there would be inevitably a collapse in these special industries. 
In fact, from the relative height of the indices you could pretty well pick 
them off in the order in which the decline would and did come. 

The preparation of these indices was obviously a much more difficult mat- 
ter than the annual product. For here we have to deal with a wide seasonal 
variation. In many lines, as for example the milling of flour, the slaughter 
of meat, the production of sugar, cement, and, in fact, a majority of the 
industries, the variation may be very wide, amounting to as high as 30 or 
40 per cent above or below the average for the 12 months of the year. 

To work out this seasonal index it was needful to have the figures of pro- 
duction by months for a series of years, ten or twelve at least, and then 
to determine by examination of the scatter as to whether this seasonal was 
fairly even and whether a given industry tended to run fairly true to form. 
In most of the cases a fairly satisfactory seasonal was obtainable, in some 
less so. But now that we have some 25 or 30 of the major industries, the 
individual variations are ironed out so that, in the summation of the aver- 
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ages, we have a fairly good picture of the nation’s monthly product. And 
as one industry after another is added to the list, the picture will, of course, 
become more complete and satisfactory. 
A summary of these monthly indices in 1920, follows: 
INDICES OF CURRENT PRODUCTION AND TRADE 
1920 
BASE: AVERAGE OF THE TWELVE MONTHS OF 1917==100 
SEASONAL VARIATION ELIMINATED 


1919 | 1919 1920 | 1920 | 1920 
Aver-| Aver- Aver- | Aver-| Aver- | 
third ourth first third | | July tober be 
quar.|quar-| quar- | quar- | quar- | 
ter | ter ter ter ter | 
82.2) 71.5 98.5 | 90.5 |100.2 | 99.4 |100.9 |100.4 | 98.6 | 98.2 | 86.0 
2. Steel ingots... | 88.4 73.9 98.5 | 90.0 | 96.9 98.2 | 98.8 | 98.7 | 92.7| 86.0 | 76.6 
8. Bituminous coal. .| 91. 75.8 99.2 | 964] 96. Op| 97.4p| 98.8p 92.8p; 99.4p1114. 110.4p 
4. Anthracite coal. .| 92.6 94.8 89.4p 85.1p 77.7p| 94.9p| 87.4p 60 9p 86.79 89.7p.101.9p 
6. Copper. ..... 67.2) 71.0 76.1 | 78.5 | 70.1 | 69.7 | 74.0 | 66.7 | 66.9 67.8p) 60.8p 
6. Tin deliveries. . .| 64.3)114.1 98.4 | 92.3 | 97.7 |114.7 | 77.7 |100.8 | 70.8 | 70.4 | 68.6 
7. Cement... . .| 92.9) 97.8121.7 | 946 | 97.9 | 92.8 | 98.2 |108.8 |116.2 |124.5 |136.0 
8. Petroleum. . . . /128.3/119.1)/125. 5 184.8 140.8 140.6 |148.7 |188.2 [144.4 |141.1 |142.1p 
9. Gas & fuel oil rfd . (127.7/129.0120.5 129.8 154.1 148.4 |169.2 (169.7 [157.1 |167.0 
10. Cotton consumption} 90.7) 91.7, 97.1 | 96.1 | 88.7 || 94.4 | 87.7 | 88.9 | 69.7 | 69.1 | 62.4 
11. Wool consumption/110.1/119.1/125.7 |105.6 | 68.5 | 68.5 | 70.1 | 67.0 | 71.0 | 61.9 
12. Silk imports. . . . /165.1/120.2144.7 | 91.7 | 78.5 | 104.8 | 81.2 | 49.4 | 48.4 | 39.1 
18, Wheat flour. . . | 95.1 | 97.0e/115.4e| 94.7e) 81.0e| 82.1e| 75.6 | 76.8e 
14. Cattle slaughtered./105.1/104.0107.0 | 97.9 | 92.5 | 89.8 [ 91.6 | 96.6 | 82.4 | 89.3 | 74.4 
16, Swine slaughtered |115.0108.3115.0 120.7 115.5 | 114.1 117.5 |114.8 |102.8 |108.3 | 94.0 
16 Sheep 108.2 128.2 /184.6 |123.8 {126.8 {118.8 [114.1 /118.0 
17. Su refined. 121.7} 94.1124.9 |121.0 |108.8 |129.2 |121.2 | 76.0 | 89.6 | 76.9 | 81.9 
18. Tob. , cigars & cigs. 98.4/106.=|113.8 |106.4 93.2 | 91.7 | 98.0 | 94.8 | 87.4 | 83.0 | 78.8 
19. Rubber imports. . (114.7)157.7222.0 |130.1 |180.5 185.8 160.9 | 94.8 | 66.0 | 986 
80. Wood pulp. . . .| 93.6/111.5106 2 |124.7 108.2 |111.2 {108.8 |104.6 [118.8 116.0 [107.7 
118.5118.7125.5 (181.0 182.2 |188.6 |182.6 |180.4 [126.2 |106.1 | 90.4 
22. Railway car output}181 6103.2 52.7 | 377 | 40.5 | 80.0 | 48.7 | 47.9 | 66.2 | 68.6 | 86.0 
28. Locomotive output) 59.8) 30.5 26.2 | 43.2 52.9 | 45.8 | 62.2 | 60.8 | 79.2 | 72.1 | 76.8 
24. oon pail ale 78.8) 73.4) 66.9 | 36.1 | 38.9 | 38.1 87.5 | 81.1 | 29.4 | 82.4 | 87.9p 
25. Imports®.. . . 122. 5124. 21182 2 181.9 9 140.1 156.9 161.4 161.4 {112.9 105.9 |111.8 | 98.5p 
Average of 25 i: 
comparable items 106,0)102.7108 4 | 98.6 97. 6 hon. 3 100.6 | 90.9 | 88.4 | 89.6 
Bank clearings outside | 
New York |108 (118.2 | (112.1 118.1 (124.6 121.1 [1240 |188.5p 
Railway tonna |108.0} 97.1108 8 1104. 8 117.6 118.8 118.3 {111.5 |111.6 |108,8 | 94.8p 
Employment. 95.5; 98.6102.7 |101.9 98.8 |100.8 | 98.8 | 97.4 | 95.8 | 89.1p, 88.3p 
Bank clearings, New 
York City®. . . 117.5/118.0, 98.8 | 92.2 | 95.9 | 92.8 | 98.6 {101.4 | 99.9 |108.1 /122.0 
Shares sold, New York | 
Stock Exchange. . . |179.0199. 1152.4 i117. 8 | 89.6 | 81.1 | 88.7 | 98.9 | 88.4 [142.7 |166.1 
Per cent of firms failing | 
to firms reporting. .| .87 | .36 | .82 |.41 | | .48 | .60 | .62 | 62 | .70 | 86 
. |106.5) 78.9) 96.7 | 99 9 | 95.5 |108.7 | 92.9 | 86.0 | 89.0} 90.0 | 99.49 
Fore reign trade tonnage 105.8)107.6/121.8 {121.0 |189.5 |128.8 142.6 '147.2 |165.6 |155.6 


e Estimated * Base = 1916 
p Preliminary ° Price change allowed for, 
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H. S. Person.—Mr. Wolman’s paper is an argument for an extension of 
the factual basis on which the theory of production rests, and not a discus- 
sion of that theory. The thesis seems to be embodied in the following 
sentences: “While the first formulation of a scientific theory may contain 
all of the elements essential to a development of that theory, later influences 
may direct attention from these elements and thus limit the content of the 
theory. This is apparently what happened to the theory of production.” 
“It is one of the functions of political economy to organize inquiries that 
attempt to supply the necessary evidence.” 

That “later influence” which has apparently directed attention from the 
elements essential to a proper development of a theory of production, ac- 
cording to the author, is the dominance of the price concept in industry and 
in economic theory; he believes that the relation between the real facts of 
production—physical output—and monetary valuation is far from simple 
and constant; that the habit of recording these facts in pecuniary terms has 
not only resulted in a misinterpretation of many of them but has, so to 
speak, laid a smoke screen between observers and a multitude of new facts 
of recent industrial development, and that our problem is now one of elimi- 
nating the smoke in order to observe these new data and bring them to 
bear upon the theory of production. 

I agree with the author that the theorists have largely failed to observe 
and analyze these new data, particularly those pertaining to the technologi- 
cal and psychological aspects of industry. Their analysis would undoubtedly 

y yield new corollaries to the theory of production, but I have no idea whether 

i or to what extent it would modify the fundamentals of that theory. I be- 
lieve also that the habit of recording the facts in pecuniary terms has hid- 
den or perverted many of them, but I doubt whether that explains why the 
theorists have not kept contact with their data. The body of economists 
is not large; the routine of the classroom preémpts the greater part of their 
energies; their research is highly individualistic, while the field of inquiry 
has broadened so much as to demand codperative research; economists, like 
other folk, are subject to inertia and yield to the line of least resistance; 

*) above all, the new research requires actual participation in industrial oper- 
ations—the most significant of the new facts cannot be observed from with- 
out. May not these circumstances go a long way towards explaining the 
theorists’ inadequate knowledge of the technology of industry and of the 
psychology of worker, manager, capitalist, and entrepreneur? 

When the economist has broken away from the classroom and from ex- 
clusive dependence on the library, he has brougbt back rich treasure. Carle- 
ton Parker placed himself cheek and jowl with the worker and the boss, and 
came back with new vision born of new facts; a Hotchkiss, Jacobstein, 
Leiserson, Willits, or a Wolman break away, sit at the table of negotiation 
with managers and workers, and discover new cold, hard facts of industry 

J of which the theorist has not yet taken account in his reasoning; a Friday 
yields part of his abilities to the demands of industry, and is emboldened 
by what he observes to add a corollary to his theory of production—that the 

producers’ out-of-pocket expenses be insured by the state. During the war 

many young economists were torn from their particular interests and in 
emergency service were made aware of the extent and depth of the un- 

touched field of data and of the resources hidden in it. Let us hope that in 
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their re-adjustment to peace conditions they are not returning to exactly 
their former limitations. 4 

These limitations to an adequate familiarity with the new facts of in- 
dustry have been due chiefly perhaps to the economist’s organization for the 
pursuit of his professional activity. He has been so limited in freedom for 
contact with industry as to have been able to make the contact with the high 
spots of industry only—with presidents, directors, and managers; 
through annual reports and general reviews of business conditions. It has 
been felt that these high spots are the rich spots to tap, for it is there that 
results are summed up, judgments made, and governing policies determined. 
But the apparent advantage of such contact is precisely the disady. 

In the first place, the point of view of the administrators in private industry 
is determined by the profits motive; their facts are translated into 

terms, and their summarized data and judgment made on that basis. The 
economist, however, must interpret facts from the social point of view as 
well, in order to secure theories universally true; and to accomplish that end 
he should have the naked unit data. In the second place, the summaries 
at the top are not only inadequate summaries of the facts they represent 
but they ignore a vast quantity of vital facts at the bottom. Presidents and 
directors and many managers are as ignorant of the real facts at the bot- 
tom of their industries as are the economists; beneath the hard crust of 
surface facts is a seething boiling mass of facts seeking for expression at 
the top, of which they know only too little. It is not true that all admin- 
istrators are ignorant of these facts (the Dennisons and other resident di- 
rectors of relatively smaller units are not); but in the larger unit there is 
woeful ignorance and it is at the top of the larger industrial unit that the 
economist, for some reason or other, believes it profitable to have the con- 
tact. 

Furthermore, non-coérdinated specialization among economists is in part 
responsible. Specialists in theory have remained too much aloof from the 
contacts which can furnish them the new data for their reasoning, and those 
whose specialization has afforded them contacts with the new data have too 
frequently lost touch with the formulators of theory and the results of their 
investigations have not become available to the latter. There must be 
specialization, the field is so vast, but we must learn how to coérdinate it. 

The theory of production which we have modified but little was formulated 
when :the trading motive dominated a productive activity which 
itself chiefly in the household and in the small factory. It is to be assumed 
that Adam Smith and his successors got a pretty good picture of the indi- 
vidual worker, the individual master, and the individual trader of that day, 
each the member of a homogeneous group. But since then, in the United 
States particularly, the changes have been momentous. The trading mo- 
tive still dominates the mind of administrator and even of manager, but the 
elements of production he directs to his purposes are now infinitely varied, 
complicated, highly technological and psychological, and neither he nor 
we have more than scratched the surface in the effort to classify and ap- 
praise them. It is no longer merely land, labor, and capital—or manage- 
ment, labor, and capital—but hundreds of kinds of land, thousands of kinds 
of technical, material forms of stored-up capital and—who yet knows how 
many—kinds of workers, all offering a confusing number of permutations 
and combinations of practical situations. It is now a canon of management 
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engineers of the highest professional standing that there is no one best sys- 
tem of management which is transferable and applicable in detail to any 
two establishments; each establishment is a problem unto itself of develop- 
ment for productive efficiency. Is it unreasonable to assume that were the 
economist, like the management engineer, to spend a season in the shops and 
in the offices, he would find it necessary to at least supplement his standard 


ship with those incorporeal entities called “labor organizations,” no two of 
them exactly the same, no one yet understanding their motives and 
or guessing what these will be tomorrow and again the next day; he would 
be puzzled how to adjust to his theory the claim of the worker that the 
latter’s dedication of self to an industry is as much an investment to be 
capitalized and guaranteed an income as is the investment of capital; he 
would be still more puzzled over some workers’ assertion that an indi- 
vidual’s dedication of self to an industry is as much entrepreneurship as is 
any other kind of risk. He would meet the boss—the liaison officer between 
management and worker—and find him in his technical relations and psy- 
chology elusive and difficult to comprehend; he would have contact with the 
management and be amazed at the multitude of varying technological and 
psychological problems involved in coérdination and direction; he would 
study the general manager—the liasion officer between entrepreneur and 
management—and find him between the devil of the entrepreneur’s trading 
motive on the one hand and the deep sea of technological difficulties on the 
other hand. He would search for that clean-cut individual of economic 
theory—the entrepreneur—and wonder where to find him: he would ob- 
serve stockholders who are theoretically entrepreneurs and practically irre- 
sponsible investors; bondholders who are theoretically lenders and practi- 
cally controlling administrators. He would observe the motives for, con- 
sequences of, and reactions to arbitrarily overextended or overrestricted 
production. He would come away with a trunk full of recorded facts to 
classify and analyze, a haze of impressions to clarify, and possibly a num- 
ber of corollaries modifying his conventional theory of production in the 
classroom. 
In conclusion I take the liberty of offering a few practical suggestions to 
this national assembly of fellow-economists: Establish as a professional 
group a long-run policy of going after the elemental facts of actual in- 
dustrial experience for what bearing they may have upon the formulation 
of a twentieth century theory of economics as follows: 
1. Catch our incipient professor of economics while he is still a student, 
and inspire him to make an important part of his training, service in shop 
and office as a wage-earner in contact with fellow wage-earners, bosses, and 
technical processes ; 
2. When the time comes to add him to our teaching and research staff, 
organize his work in such manner as to permit occasional genuine excursions 
into the field of industrial service; 

8. Appoint a commission of this association to develop plans for co- 
ordinated research in graduate schools; 


theory of production by a large number of significant corollaries and ex- 
ceptions? Might not the textbook in economics take on the appearance of 
a Latin grammar? 
In such an excursion he would meet workers face to face and each with 
an individual temperament and reactions; he would be in practical relation- 
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4. Establish closer relations (without impairing the autonomy of either) 
between our schools of commerce or business administration and our 4 
uate departments of economics—the former are accumulating data and for- 
mulating principles which would be available to the coming theorists; 

5. Bring thinking managers and even workers into the teaching of theory 
—not in the conventional way of permitting them to talk on whatsoever 
may choose, but in a manner which requires them to discuss, in the light 
of their experience, phases of theory which have been submitted to them in 
A B C terminology ; 

6. Establish closer relations with the engineers in their professional as- 
sociations—they have begun to consider industrial problems in a theoretical 
way, and, although deficient in a background of training in the social 
sciences, they can bring keen and splendidly trained minds, and a fund of 
experience with technical processes and with men into our discussions; 

7. Agree upon and formulate some method of standardizing the dollar, 
and educate business men and other electors and eventually the congress to 
the necessity of its adoption—then will be removed a defective instrument 
which makes for confusion in our measurement and valuation of the facts of 
production ; 

8. And alongside this more precise pecuniary measure of production in 
terms of “material units,’ start one under the auspices of this association, 
or promote one already established, and make it so useful as to compel its 
continuance by an agency of the government, 


Witrorp I. Kine.—Logic appears to demand the consideration of theory 
before proceeding to deal with its application; hence, I shall first discuss 
Professor Wolman’s paper. 

I believe none of us will disagree with his statement that the measure- 
ment of the national income from year to year is a laborious task. It is by 
no means easy even to approximate it in terms of money value. The chance 
of error is somewhat increased if we proceed to convert this money value 
into a commodity index—in other words, into an index of purchasing power. 
However, I feel that the chief difficulty involved in this operation lies in 
the first step rather than in the second. The prices of different groups of 
commodities fluctuate in a manner so similar that indices of average prices 
are likely to be very much alike no matter what particular process is fol- 
lowed in their computation. Once given, then, the actual money or, to be 
more accurate, book income, it is perfectly feasible to obtain, through divi- 
sion, by any one of a dozen different types of index numbers, quotients which 
will represent with an accuracy ample for most practical purposes changes 
in the average economic welfare of the people. 

The second problem mentioned by Professor Wolman, namely, the meas- 
urement of the changes in the national wealth from year to year, is, in the 
present state of our statistical knowledge, a decidedly more difficult one 
than that of ascertaining the national income. There are two chief ob- 
stacles in the road to success in this direction: first, we have less accurate 
and much less frequent measurements of the value of the components of our 
national wealth than we have of the various items composing the annual pro- 
duct of our different industries; second, no one seems to have taken the 
trouble thus far to construct an index number measuring the average changes 
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in value of our chief articles of wealth. Once a properly weighted price 
index has been computed showing the changes taking place from year to 
year in the average prices of such goods as farm and urban lands, houses, 
factories, office buildings, machinery, livestock, raw materials, household 
furnishings, ete., it will then be more practicable to ascertain changes in the 
real national wealth by dividing the totals of the money value of our pos- 
sessions by this price index for the same year. As Lauderdale pointed out 
over a century ago, it is impossible for all values to rise together, hence this 
method would tend to solve the problem of what to do with rising values of 
land, minerals, and forests, for their rise would be balanced by falls in the 
relative values of other groups of commodities. It appears, therefore, that 
we can scarcely hope to obtain really valuable estimates of changes in the 
national wealth until some painstaking work is done in the way of compu- 
ting an adequate index of average prices of the more important articles 
making up our national equipment. 

I cannot share with Professor Wolman his apparent feeling that it is 
practically impossible to differentiate “the larger facts” from “irrelevant 
and insignificant detail.” It seems to me that this task is one of the essen- 
tial duties of a statistician and that it ought to be a prime function of econ- 
omists. Details are all of interest to some one, but only a limited number 
of generalizations have any appeal for the great majority of mankind—or 
even for scientists. This is necessarily true because the human mind is in- 
capable of visualizing more than a very limited number of facts at one 
time. The man who can best hew away all non-essentials and display the 
chief facts and forces in clear-cut silhouette is, to my mind, the scientist 
who has achieved the highest mark of success. 

If I interpret correctly Professor Wolman’s position, he believes that the 
development of economic theory will be greatly furthered by substituting, 
in general, training in psychology and industrial technique, for that in po- 
litical science and economic history. As a matter of fact, is it not true that 
the field of economics has grown so large that no one can hope to cover it 
all? Furthermore, is there any advantage in attempting to delimit the 
field? Why not let students working along the borderland class themselves 
where they will? Whether the investigator calls himself a psycho-econo- 
mist or an economic-psychologist is wholly immaterial so long as he is con- 
versant with his line of inquiry and seeks to set forth the facts as they are. 

Specialists in psychological and industrial economics we must have, as also 
men who study out in detail the historical development of economics and its 
legal and social relationships. But is it more essential that every econo- 
mist should be an expert psychologist than that he be a trained historian or 
a skilled mathematician? Is there any real evidence, for example, that the 
theory of value would have been much further advanced today had econo- 
mists been schooled in psychology and technique at the expense of history 
and mathematics? 

I am inclined to doubt that lack of familiarity with industrial conditions 
and a poor understanding of psychology have really handicapped to any 
considerable extent the leading students in the realm of economic theory. 
The economist in a garret poring over musty tomes and dealing with me- 
chanical automatons rather than with men as they actually exist may be a 
most useful character for a novel but it has never fallen to my lot to meet 
a Queed or even a near-Queed in real life. I am inclined to believe that 
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while better training in psychology and in the technique of industry are to 
be heartily commended because they will prove effective in opening up new 
fields of research, it is nevertheless probable that such training will improve 
relatively little the clarity of the reasoning required in dealing with such 
time honored subjects as the theory of value. 

It does not seem to me that a lack of special training along the lines sug- 
gested by Professor Wolman has been the chief hindrance which has pre- 
vented economists from being as successful as scientists in other lines in 
establishing a large mass of accepted laws. I would suggest that the most 
important real obstacle which has prevented the attainment of this desired 
goal is the attempt of economists to state their ideas in the language of 
everyday conversation. The motive behind this policy is the admirable one 
of trying to bring the facts home to the masses of the people, but this effort 
has resulted disastrously in other directions. Because the words used by 
the man on the street have numerous meanings, economists have themselves 
become confused by their use or have spent the time in fruitless arguments 
over definitions which should have been devoted to the development of new 
ideas. But, still worse, this use of ordinary words for technical purposes 
has enabled charlatans of every sort to bury the studies of the real scien- 
tists in a veritable avalanche of wholly worthless pseudo-economic liter- 
ature. Under these circumstances, how can one expect the man on the 
street, who is supposed to be the beneficiary of this policy, to pick out the 
few grains of gold among the great mass of debris? Since he finds no 
harmony of opinion but only numerous degrees of variance, he naturally 
concludes that economics is not a science but a mass of confused and aim- 
less bickering and discussion. 

The obvious remedy for this state of affairs is for economics to take refuge 
in that stronghold long ago sought out by nearly every other science, a com- 
plete technical terminology which the person ignorant of the science is 
totally unable to use. This, to my mind, will do more than any other one 
thing to advance economic science and to secure for it the general recog- 
nition and respect which it deserves. 

The very fact that modern statistical economics has a technique so com- 
plex that to a considerable degree it excludes popular writers from the 
field, is today helping to gain prestige for this phase of the science. The 
addition of such carefully worked out studies of fundamentals as the set 
of indices of physical production just presented by Professor Stewart will 
do much to add to this feeling. 

Furthermore, it is most gratifying to see that different economists working 
in very different ways should arrive at indices of production so similar as 
those which have recently been developed. I have plotted together Pro- 
fessor Stewart’s index for manufactures and that published by the Harvard 
Committee on Economic Research and find that the two conform very closely 
indeed, both in trend and in cyclical fluctuations, though Professor Stew- 
art’s index is about ten points higher than the other during the years 1916 
to 1919 inclusive. I have also compared Professor Stewart’s index for all 
commodities with a similar one prepared recently under my direction for 
the Bankers’ Statistics Corporation and find the trends almost identical 
throughout, though differences of a year appear occasionally in the cyclical 
crests. This is probably due to different methods used in converting re- 
ports for fiscal years to a calendar year basis and to different ways of 
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treating agricultural products. Professor Mitchell’s index of the production 
of all raw materials differs somewhat from Professor Stewart’s similar in- 
dex for the years 1913 to 1918, but does not diverge widely therefrom. 

The chief peculiarity of Professor Stewart’s indices, both for all com- 
modities and for manufactures only, is that they show a rise in production 
from 1916 to 1918 while the Harvard index and mine both show a fall 
during the same period. A study of the data leads me to believe that this 
difference arises from the fact that Professor Stewart has directly or in- 
directly weighted mineral products much more heavily than has been done 
in the other cases cited. Without making a painstaking investigation of the 
facts, it is impossible to express an opinion as to which weighting is the 
more logical one. 

To my mind, however, the really significant fact is that the trends of all 
these independent indices, though computed in rather radically different 
ways, are so nearly uniform that there can be little doubt that they repre- 
sent the approximate truth. This arrival at harmonious results concerning 
the volume of production seems to add another stone of some importance to 
the foundation for economic research, 
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THE WEBBS’ CONSTITUTION FOR THE SOCIALIST 
COMMONWEALTH* 


If looked at from the standpoint of the ultimate goal, the Webbs’ 
plan for a constitution for the socialist commonwealth of Great Britain, 
while economically sound, is politically and humanly impossible. If 
looked at from the standpoint of the immediate situation, it is a master- 
piece of analysis, criticism, and construction. 

The authors had before them the guild socialism of England, with 
its sisters and cousins, the soviets of Russia, the syndicalism of France, 
the independent socialists of Germany, and the Plumb plan of America, 
The genesis of this interesting family of reconstruction is the “self- 
governing workshop” of employees electing their foremen, superinten- 
dents, and board of directors, affiliated with other shops of the same 
industry and governed by a national board of representatives from the 
{i shops—in other words, government by producers. The Webbs pro- 
i ceed to extirpate this idea by history, logic, and argument ad hominem. 
” They show that producers’ codperation has always failed. Even when 

it succeeds, the insiders close their doors to outsiders, and become “as- 
sociations of smal] capitalists exploiting non-members at wages.” To 
elect their own bosses is to make it impossible for said bosses to main- 
tain discipline. And, ad hominem, would you have the officers of a trade 
union elected by the stenographers, clerks, and janitors whom they 
now employ or by the rank and file of the union? If so, that would be 
not democracy but the negation of democracy (pp. 158-160). 
On the other hand democracies of consumers have wonderfully suc- 
< ceeded. The 1500 coéperative societies, with their wholesale agencies, 
with an annual turnover of £200,000,000, a banking turnover of 
£1,000,000,000, and a manufacturing output of £60,000,000, all gov- 
erned by manual workers, are the present achievement of the twenty- 
eight Rochdale pioneers of 1844. Most significant of all, they succeed 
as great employers and farmers, manufacturing products, growing tea 
in Ceylon and wheat in Canada, operating steamships and warehouses, 
employing 200,000 wage-earners, and even taking over the bankrupt 
democracies of producers. Moreover this kind of democracy, unlike 
that of producers, “automatically remains always open to newcomers.” 
But these democracies of consumers are as “soulless” as capitalists. 
They know quantity, quality, and price, but not the human aspirations 
of their 200,000 employees (p. 23). Here is where the democracies of 
producers come in, and will be needed just as much in the socialist com- 
monwealth as in the capitalist one. Their function consists in mutual 


1 Sidney and Beatrice Webb, A Constitution for the Socialist Commonwealth of 
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insurance and in maintaining the standard rate, the normal day, and 
the conditions of employment through collective bargaining. Even in 
the socialist commonwealth, they must retain the right to strike, wa f 
will retain it if, according to the plan, the democracy of consumers is 
not allowed to have the use of the military as strike breakers (p. 141). 
But it is “highly improbable that matters would often come to such a 
pass,” for a strike on a large scale is unlikely, if “once the distorting 
influence of profit is out of the way.” Furthermore, in the socialist 
commonwealth the legitimate retort to “direct action” from one of the 
democracies of producers, such as a strike of the coal miners, is not 
to be the military, but “direct action” by the other democracies who 
“refuse to supply them with spirits, beer, picture-palaces, and tobacco” 
(p. 298). ‘This looks mildly like the conforming process adopted in 
Lenin’s dictatorship of the proletariat, made possible there, however, 
by an army of the proletariat. 

The democracies of consumers, in the socialist commonwealth, will 
be of two kinds, as they now are of two kinds, voluntary and obligatory. 
The voluntary are the above-mentioned coéperative societies which 
purchase food, clothing, coal, etc., and build homes for members, The 
obligatory are the municipalities which provide water, gas, electricity, 
drainage, ete., and which already employ, in Great Britain, a million 
wage-earners (p. 11). Every person in the several local areas is a 
member of these obligatory democracies of consumers. A municipality 
is “not wholly autonomous, as the ultimate control is shared between 
the local electors resident within its area and the electorate of the na- 
tion as a whole.” The national government places three limitations 
on the freedom of local government, the limitation of the several na- 
tional minimums of schools, sanitation, relief of defendents and police 
force; a limitation of the purposes and powers for which they may in- 
cur expense; and a limitation in the interests of financial accuracy and 
solvency (p. 10). 

Up to this point the great work which the Webbs have heretofore 
done in portraying the history and philosophy of unionism, of co- 
operation and of local government, is admirably summarized. But 
now we come to the ultimate goal. 

This begins with the national government, and here is the democracy 
of citizen-consumers. Here the Webbs split from, and yet agree with, 
the guild socialists. If I understand the ultimate goal of the guild 
socialists, it is based on the hypothesis that sovereignty is not indi- 
visible but is “plural.” The so-called “state” is but one of the several 
forms in which people associate for common purposes—but it is not 
supreme over the other forms, it is only “first among equals.” The 
most important of the other forms are the democracies of producers, 
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and, so, the coming parliament of England will be a producers’ parlia- 
ment equal in power but separate from the other existing parliament 
that now controls the army, navy, and police. 

Here is the split and the agreement. While shattering the guild 
socialists’ dream of a “self-governing workshop” with its producers’ 
parliament, the Webbs’ succumb to their dream of a plural sovereignty. 
Like the guildsmen, they would have two parliaments, a political parli- 
ament and a social parliament, each with its executive. But the socia, 
parliament would be a consumers’ parliament, instead of a —.. 
parliament. “On the political parliament they seem to agree. 
litical parliament would handle the army and navy, pers a. 
colonies, criminals, and courts of justice. The social parliament would 
handle the “mental and physical environment of the present generation,” 
and would provide for the future of the community. This would be 
done by the nationalization of all profit-making industries and services 
not municipalized by local authorities. 

This social parliament would divide itself into committees, each 
in control but not in administration (p. 189) of its particular indus- 
try or service. The administration would be devolved on its executives 
and on that “civil service of exceptional capacity and integrity” which 
“it has been the supreme good fortune of Great Britain” to have de- 
veloped “during the past century” (p. 67). 

Most important of all, the social parliament would control prices, 
taxes, and wages—prices, because it operates the industries; taxes, be- 
cause the political parliament must not be permitted to run off to 
militarism; wages, by collective bargaining with the producers’ dem- 
ocracies. While the Webbs apparently agree with the guild socialists 
in the control of prices and taxes, they split onthe control of wages.- 

The social parliament in both plans will control prices and taxes, 
and here they agree. The political parliament must come to the sociai 
parliament with a budget for the army, navy, police, and justice. The 
social parliament cannot amend the details of the budget, it can only 
fix the aggregate. There is, however, a suggestion that, “if after con- 
ference between the two assemblies, a total could not be agreed upon, 
the difference might be settled by the aggregate vote of the members 
of the two parliaments in joint session assembled” (p. 124). 

“On other points of conflict between the two national assemblies, the 
“law courts” would decide, and so, we find the latest socialism taking 
refuge in a supreme court of the United States. “As in the United 
States to-day,” say the Webbs, “any enactment by either the political 
parliament or the social parliament which went beyond the powers en- 
trusted to that assembly would, in effect, be declared unconstitutional” 
(p. 141). 
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‘The great advantage of the plural sovereignties of the Webbs and 
the guild socialists, over the unified sovereignty of Marxian socialism, 
realized in Russia, is the liberty of the individual and the private own- 
ership of a large bulk of the property, such as homesteads, not used 
for profit. With a social parliament equal in power to a political par- 
liament, and with trade unions and professional associations independent 
of either and sovereign in their own field with the right to strike, the 
individual is expected to slip through with a large amount of personal 
liberty and private property. 

The guild socialists, however, have no place for collective bargaining, 
with its “plural sovereignty” of trade unions, unless the debates in a 
producers’ parliament are fictitiously called collective bargaining. 
For, with them, it is the producers’ representatives who are to be the 
social parliament which controls prices, wages, and taxes, hence with- 
out collective bargaining. Here they split. The Webbs would have 
collective bargaining with the labor unions, since it is the stne-con{ 
sumers only who are to be represented in their social parliament, and 
these would oppress the producers. Indeed, there is no place, say the 
Webbs, for a vocational, that is, producers’ parliament, with sover- 
eign powers, as the guildsmen propose (pp. 309-317). The Webbs 
concede that the several vocations can appropriately discuss and de- 
cide concerns peculiar to the vocation in question, but cannot, as pro- 
ducers, either separately or jointly, decide the concerns that are of 
common interest to the nation as a whole. The latter concerns belong 
to the citizen-consumers. Hence the need of collective bargaining to 
prevent these soulless consumers from exploiting the soulful producers. 

Both the social parliament and the political parliament will be 
elected for fixed terms of years, by popular vote of citizen-consumers 
based on inhabitancy, and the Webbs have great faith in the British 
secret ballot, if once the electors are permitted to vote separately at 
different dates, on political and social issues, undisturbed by profits 
(pp. 402, 116, 120, 310). 

It is embanrassing for socialists to be called upon to work out in 
detail their ultimate goal. They did not need to work it out when they 
were hopeless minorities. “Labor the producer of all wealth” and 
“dictatorship. of the proletariat” were, at that time, geod enough slo- 
gans for agitation. Likewise it must have been embarrassing to the 
Webbs, to whom the whole world of serious thinkers is deeply indebted 
for the solid work they have done in the history and philosophy of 


- unionism, coéperation, and local government, to be called upon to make 


& guess at the ultimate goal. This book was called forth by the In-x_ 
ternational Socialist Bureau in a request that each national body 
should submit a report on socialization and on the socialist constitu- 
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tion that shall be adopted by each nation when the socialists get con- 
trol. The plan was submitted to the Fabian Society. It is an elabora- 
tion of the authoritative program of the British Labor Party published 
some time ago under the title Labor and the New Social Order and 
known to have been drawn up mainly by the Webbs, yet it is put for- 
ward as expressing only the Webbs’ own opinions, and merely to start 


discussion (pp. v, vi). It does not pretend to be a scheme for any 
other country, for it has th great British virtue of building on 
Britain’s own history, for Britain only. But it is called forth by the 
fact that socialists have come into power or near power and responsi- 
bility in Russia, Germany, France, Italy, without a program, and 
therefore they have split into groups running aimlessly into dictator- 
ship of the proletariat at one extreme and subjection to capitalistic 
schemes at the other. 

When an American remembers that in the British Isles are jammed 
together a population of more than 40,000,000, four fifths of them 
wage-earners, and all of rather homogeneous race, within an area no 
greater than the state of Wisconsin with its only two and one half 
million souls, half of them independent farmers’ families and all re- 
cruited from a dozen nations or races, he may well hesitate to criticise 
a program designed only for the British Isles. Especially, he may 
not appreciate the consumers’ codperatives or the efficient civil ser- 
vice, of which we know mainly failures. He certainly will appreciate 
that “due process of law” which distinguishes the socialism of the 
Webbs, and indeed distinguishes that of the very first British socialist, 
William Thompson in 1824, from that of Karl Marx and Russia, in 
that it proposes to compensate both wage-earners and property-owners 
for the expropriation of their jobs and their property. The community’ 
will remember, the Webbs tell us, “that those on whom the Tower of 
Siloam fell were not greater sinners than other men. . . Accordingly, 
those British Socialists who have experience of administration, do not 
contemplate a method of expropriation essentially different from that 
which prevails today whenever a Local Authority takes over a local 
gas or water company, or acquires property for widening a street. 
Each owner should receive in compensation the fair market value of 
that of which he is compulsorily dispossessed, as between a willing buyer 
and a willing seller” (pp. 333, 334). The Webbs go further than this. 
“In the new social order aimed at by Socialists, as was proposed by 
John Stuart Mill three-quarters of a century ago, one of the first 


obligations to be recognized will be that of taking generously into con- 
sideration the claims of workers of every grade whose services are, in 
the public interest, superseded by new developments of technique” (p. 
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288). This due process of law means, of course, gradual socialization 
and not revolution. 

We may also certainly appreciate the need of a separation of the 
political from the social constitution of government. Indeed the Ameri- 
can states and nation have already gone very far in this separation, 
through strong appreciation of the inability of political legislatures 
to administer ‘social and industrial affairs. Our congress and legisla- 
tures, in widely different degrees, have turned over the regulation or 
administration of schools, vocational education, railroads, public utili- 
ties, labor, health, insurance, prisons, hospitals, etc., to administrative 
boards and commissions, often independent of the legislatures and even 
elected separately by popular vote. The state of Wisconsin has at 
least forty of these specialized and quasi-independent social and in- 
dustrial agencies. One can even imagine these regulative and admin- 
istrative bodies coming together as a kind of “social parliament,” and 
they are even doing so already through interdepartmental committees, 
and must necessarily come still closer together where their powers over- 
lap, as in the case, for example, of boards regulating labor, health, 
education, insurance, and prices of public utility services. One can 
perceive also, that, with the progress of public ownership, the political 
government will not operate these utilities, as it does the post office, 
but will turn them over to administrative boards, as it does the schools, 
universities, prisons, and hospitals. 

But to say that it will ever be possible to split sovereignty into 
“plural” sovereignties, each equal to the others, is to fly in the face of 
practical polities and also, we may be allowed to say, of human nature. 
That part of sovereignty which controls and monopolizes the use of 
violence will always be the sovereign. Every other so-called plural 
sovereignty will always be a delegation of power and not an equal shar- 
ing of power. To attempt, as is done by the Webbs and the guild so- 
cialists, to separate the assessment and collection of taxes from the 
use of violence could be dreamed of only by one who has been accustomed 
to see violence operate so smoothly under the control of the taxpayers, 
courts, and “political” parliaments that he imagines it is not there. 
Not “no taxation without representation,” but “no violence without 
representation,” has been the real struggle of those who have sought po- 
litical power. Having this they have the power to fix taxes. The 
same will be far more the aim when, through public ownership, the “so- 
cial” parliament proceeds to fix all prices, as well as taxes, and, in the 
last resort, to fix wages by compulsory arbitration, for these also must 
be backed by the power to call out the police and army in case of dis- 
obedience and revolt. 


Even in the United States with its alleged divided sovereignty of the 
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federal government and the state governments, the states are really 
created by the federal government and granted power to use violence, 
which, in a real sense, is therefore delegated. Moreover, for the past 
sixty years, since the Civil War settled this question of plural sover- 
eignty, the federal government has been resuming a large part of the 
powers of the states, and is authorized to resume all of them if neces- 
sary to preserve what it may deem to be a republican form of govern- 
ment. 

To overlook this outcome is to overlook practical politics and its 
basis in human nature. Politicians may be expected to know where the 
ultimate decision resides. Capitalists and trade unionists may be ex- 
pected to line up behind the politicians, and to reach out for control 
of that power of violence, and not reach for the mere agencies which 
exercise the shadow of power. If it turns out to be the social parlia- 
ment of the Webbs where this power resides, no mere label over the 
doorway, “This is a Parliament of Citizen-Consumers—Producers not 
Admitted,” will keep the trade unions or the capitalists from getting 
in. And I name the “capitalists,” for although they are to be shut out 
when the goal is reached, they will have much to do with the gradual 
process of getting there. And even when we are there we are still to 
have the “vocational associations,” and doubtless will have alliances of 
these associations, and therefore doubtless will have political parties of 
these alliances, each of them going after control of that ultimate 
smoothly regulated physical coercion that will fix taxes, prices, and 
wages. This means that probably the producers, the unions and the 
capitalists will not pay much attention to the “social parliament” or 
its collective bargaining, except by way of diverting attention, and 
will go after that “political parliament,” as they now do, which con- 
trols the police, army, and navy. 

But, however they get control of the real physical power of the na- 
tion or the state, they may well decide to delegate the administration 
of power to the social parliament, but never delegate the policy of de- 
termining what wages, prices, and taxes shall be. In which case we 
should have, exactly what we now have, legislatures or parliaments in 
control of physical power, but with a more or less elaborate sct of 
delegated administrative boards, each busy with making the minor 
regulations that carry out the major policies of the political parlia- 
ment. But the political parliament will be the sovereign one, and the 
sovereign one will be the one that controls the instruments of physical 
power. This would seem to be an elementary principle, and a starting 
point for all schemes of the ultimate goal, namely, that sovereignty is 
the monopoly of violence, else there is crime, anarchy, and civil war, 
and that this monopoly of violence is none other than a unified sov- 
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ereignty—a sovereignty that may delegate power to corporations, 
unions, coéperatives, and administrative boards, but never let these 
subsidiaries use violence in exercising their power. 

With this outcome we need not question the soundness of the Webbs’’ 
economic program. It is sound enough, economically, whatever we 
may say politically, and eagerly to be obtained if possible, for it turns, 
as everybody knows respecting the programs of socialism, on balancing 
demand and supply, so as to avoid the great wastes and cycles of the 
competitive system. This is to be done by a grand super-trust, with 
its board of directors, the social parliament in this case, which is to 
combine the virtues of the single trust, multiplied by the balancing of 
all of the trusts in one supreme harmony. Everybody will be kept 
constantly employed, capitalists will not be permitted to construct 
factories and open up mines far in advance of demand, only to remain 
idle and lay off workers, through oversupply. 

Likewise, when wages are fixed by collective bargaining it will be 
simple enough, through the accurate cost-keeping recommended by the 
Webbs, to put prices a little higher than costs, and thus to bring in 
whatever surplus is needed to build new capital out of the profits of 
the business. Thus there will be no trouble about borrowing and sav- 
ing. The saving will be done, just as it is largely done now, merely by 
fixing prices higher than operating costs, and reinvesting the surplus 
by employing laborers on permanent construction, instead of paying 
the surplus out in dividends or by reducing prices or raising wages. 
And the social parliament will also provide for the future of the in- 
dustries of the nation just as the capitalists now provide for the future 
of their business, not, however, by borrowing if their own profits are 
inadequate, but simply by transferring the surplus obtained in one 
industry to the capital account of another industry which is to be ex- 
panded, 

This stabilizing and better proportioning of the factors of produc- 
tion is not only economically conceivable, but economically sound and 
much to be desired. The questions that arise are, Will the political 
parliament, controlling physical coercion and therefore becoming the 
object of struggle for power by sections of the country, by classes of 
producers and consumers, by militarists and pacifists, by alliances and 
counter-alliances, be able to do this stabilizing and proportioning 
when it fixes all prices and all wages as well as taxes? Will the dis- 
torting influence of a greatly augmented stake to be won by practical 
Politics be less distorting than the influence of profits? Might not the 
desired stabilizing and better proportioning of factors be done measur- 
ably better if attention be not diverted towards the dubious goal of a 
‘uper-trust and a plural sovereignty, but concentrated on a policy of 
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bringing pressure to bea capitalists through unions and legislation, 

through taxation, co ory unemployment insurance, ‘the police 

power, and otherwise, thus inducing them to do it by their individual 
initiative, as has already been begun? Is it necessary to oust capital- 

a ism altogether, whic! loing wonders through iidividual and cor- 
U porate initiative, in o1 ust the abuses of capitalism? The capi- 
talist system is, inde opardy on account of these miserable 

cycles of overwork and work, which reduce efficiency, impoverish 

labor, and arouse c! truggle, and, if it cannot cure itself then 
something like gover: wnership may be preferable. However, 

the line of progress v i seem to be, not towards a politically impos- 

sible goal on a misgu hypothesis of plural sovereignty and an in- 

adequate appreciation ndividual or corporate initiative, but along 

the line of a delegatio. power to voluntary and obligatory agencies, 
regulating, as, is now the power of both unionism and capitalism, 

and even taking over ] property as needed or where it proves it- 

\self incompetent, to | ted by administrative boards with dele- 

' gated power. In any the reliance must be, not on a plural sover- 

A eignty of equal sovereigt t on that single sovereignty which is in 
4 position to lay dow! yf the game because it monopolizes the 


use of violence. 
Joun R. Commons. 
University of Wis 


| 


COMMUNICATIONS 
A Stabilized Dollar 


In the December number of the American Economic Review Mr. C. C. 
Arbuthnot presents some interesting objections to Fisher's plan for a “sta- 
bilized dollar.”* Arbuthnot arrives finally at the conclusion that Fisher's 
plan would not eliminate the alternate fluctuations in business from boom 
periods to depressions and that in the post-crisis period the “stabilized 
dollar’ would produce more violent drops in prices than those to be ex- 
perienced under our present monetary system. To demonstrate that the 
price drops would be more violent it becomes necessary for Arbuthnot to 
prove that under the Fisher plan the upward swings in prices would be 
almost as pronounced as those we would experience otherwise. For unless 
the price level rises high it can’t drop far. In the argument over this point 
Arbuthnot is forced to tackle the old question as to whether credit expan- 
sion is the cause or the result of rising prices. He concludes that when 
bank credit is employed not for investment purposes but “to assist in the 
purchase and sale of marketable goods” and “takes the form of short-time 
notes which are to be paid from the receipts from the sold goods . . . [the] 
extension of credit is accompanied almost simultaneously by an offer in the 
market of salable commodities, the equilibrium between supply and demand 
is not seriously disturbed and the extension of credit has no lifting influence 
on the general level of prices.’’* Consequently Fisher must be in error in 
insisting that inflation explains such rises in prices as could be modified by 
the ‘‘stabilized dollar.” 

Now the writer conceives that this analysis involves certain errors; that 
the fact of the speedy emergence of the goods on the market is of no great 
pertinence in explaining the relation between expanding grants of com- 
mercial credit and rising prices. As the writer has pointed out elsewhere® 
the effect of increasing commercial credits on prices is largely a matter of 
the industrial circumstances of the time. In some situations easy credit 
must be followed by rising prices; in other situations it may not be so fol- 
lowed; but in no situation is the quick appearance of the goods on the 
market the sole criterion as to the effect on prices. If the writer’s conception 
is correct in this matter the attacks on the Fisher propaganda must be of 
a different sort. 

Let us assume that we are in the midst of a boom period. Let us assume 
that manufacturers in general have pushed production as far as can be 
without increasing the expenses per unit of output. Let us assume that 
additional good labor is not easily available, and that employment of further 
labor is expensive, if for no other reason, because the best labor was ab- 
sorbed first. Certain necessary materials can be obtained in additional 
quantities only by bidding against manufacturers in other industries who 
are also behind in their orders. Finally, it may be that extra-production 
will necessitate enlargement of buildings, changes in machinery, or other ex- 
pensive alterations. 

Under these circumstances our retailers, jobbers, or wholesalers are in- 
formed by the banks that they will be treated liberally in their requests 


1 See C. C. Arbuthnot, “A Stabilized Dollar Would Produce Violent Changes in 


— = Falling Prices,” American Economic Review, vol. X (December, 1920), 
Pp. 776-784, 


2 Ibid., pp. 779-780, 


°Cf. H. L. Reed, “Work of the Federal Reserve Board,” Journal of Political 
Economy, January, 1921, 
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for commercial credit. They are simply given large lines of credit, What 
must be the effect to retailer A of liberal extensions of credit lines to com- 
peting retailers, B, C, and D? Obviously it is likely to encourage lively bid- 
ding between the retailers for the limited quantity of available goods. Tak- 
ing advantage of this situation the manufacturers shove up prices, and all 
down the line from producer to consumer this advance is passed along. 
With the same easy credits, and difficulties of expanding inexpensively, in 
other fields of industry, there is gradually diffused throughout the com- 
munity the buying power in terms of dollars, in anticipation of which re- 
tailers bid for goods and fix their prices. Even though the goods are not 
withheld indefinitely from the market they make their appearance under 
changed conditions of supply and demand. 

Clearly the situation would have been different if manufacturers had 
known that retailers could obtain commercial credit only with difficulty. 


There would not then have been the same opportunity to play off one buyer 
against another, and the market could not have been made so easily a 
sellers’ market. Why then assert that banks with their credit offers did 


not help to create the rise in prices? Explanation of this common mistake 
is undoubtedly to be found in the fact that in each individual transaction 
economists have customarily focused attention upon the credit finally granted 
rather than the credit which competitors of the successful bidder for the 
goods could have had. If 4 gets the goods instead of B, C, or D it appears 
that the amount A borrows depends upon the height of prices rather than 
the reverse. But, though the prices may have been fixed before credit is 
called into being, the prices A had to pay and the volume of bank credit 
actually created for A was influenced by the amount of credit B, C, D, or 
others could have got had they been the successful bidders for the goods. If 


this be true the adjusting of the volume of the circulating media to the 
level of prices, as under the Fisher plan, might aid in restraining rapid 
rises by limiting the amount of credit available to competing retailers.‘ In 
other words, Arbuthnot’s objection is due to his inability to see that the 
amount of commercial credit available for the prospective borrower de- 
termines, among other considerations, the amount finally extended to the 
actual borrower. 

Of course under differing industrial conditions liberal credit offers need 
not have the same effects. Suppose the situation is one in which additional 
labor and materials are easily available, that new orders need not neces- 
sitate enlargements of plants or changes in equipment. Larger production 
may create possibilities of economy in the amount of overhead or fixed 
charges allocated to each unit of output. If, under these circumstances, 
retailers are stimulated to a reasonable extent by information that the re- 
quired credit will be forthcoming, prices are not necessarily disturbed. As 
a matter of fact they may even be lowered in that the retailers’ orders may 
make possible production under conditions of greater efficiency. It may no 
longer be a matter of setting up greater dollar competition for the limited 
quantity of goods but rather using more dollars to effect the transfer of 
more goods. Easy and abundant credit may thus affect either the level of 
prices or the volume of production or both. Undoubtedly the situations in 
which prices and production are both affected outnumber the cases in which 
abundant credit works upon the one alone. But as to which is most in- 

4 Particularly in times when bank reserves are low. 
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fluenced an a priori answer is not possible. It all depends on the industrial 
situation. 

; If the foregoing be correct, Arbuthnot’s objections fall. But Fisher's 
plan would then be subject to attack on the following grounds: (a) Pro- 
duction rather than price statistics should determine the need for a change 
in the volume of dollars. (b) Because of the all importance of bank credit 
in our media of exchange Fisher’s efforts should be confined to en- 
deavors to influence the policy of our bankers and particularly the Federal 
Reserve Board rather than to attempt the more difficult and less promising 
task of securing the assent of a far larger number of minds to what appears 
to be a radical change in our monetary system. 

In regard to the first we must recall that Fisher would adjust the volume 
of the circulating media as prices rise or fall. Suppose, as is undoubtedly 
frequently the situation, that production increases cannot be effected without 
easier credit which if granted may bring about some rise in prices. In this 
situation should we not take the position that price stability is primarily a 
consideration of distributive justice and should be subordinated to the re- 
quirements of rendering as large as possible the total volume of production? 
Should we not first of all adapt our credit policy to production needs and 
then consider the measures necessary for securing fair distribution? 

In the second place, under certain favoring circumstances such as plenti- 
ful reserves, the banks could easily nullify any effect created by the change 
in the theoretical weight of the dollar. Unless our banking administration 
can be taught a different price theory than any they have thus far enunciated 
clearly the possibilities of a “stabilized dollar” are limited. But if bankers 
can be induced to limit their credit grants to the requirements of produc- 
tive efficiency we need not worry about such matters as the invention of new 
processes for mining gold or the importation of gold from abroad. Despite 
great difficulties will it not be easier to educate our bankers, and having 
educated them to make use of existing machinery, than to attempt to con- 
vince the far larger class whose assent to the “stabilized dollar” would be 
necessary? At any rate it will not be necessary to argue for a change 
which will appear violently to alter our present monetary system. 


Haron L. Reep. 
Washington University. 


Integration in Marketing 


In the September number of this Review Mr. Lewis H. Haney analyzes 
the reasons for integration in marketing (which amounts to what is com- 
monly referred to as elimination of middlemen) and attempts to answer the 
question whether the tendency in this direction is in the public benefit.1_ His 
general conclusion is that, although integration may be socially desirable 
within certain limits, there exists “no prima facie case for integration in 
marketing.” Broadly speaking, the conclusions uphold the orthodox system 
of marketing, especially where the wholesale grocer is concerned, and ap- 
pear to find little justification for such innovations as the chain store, mail- 


order house, coéperative buying exchanges, or direct sale from manufacturer 
to retailer. 


*“Integration in Marketing,” by Lewis H. Haney, American Economic Review, 
vol. X (Sept., 1920), p. 528. 
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He begins with the assumption that recent departures from the “old 
smooth channel” through the wholesaler result in “‘a most unfortunate and 
wasteful amount of duplication and friction’; and seems to think that the 
traditional method should be left undisturbed rather than that we run the 
risk of making progress by trying to find new and better methods of markct- 
ing. His principal object is apparently to justify the wholesale grocer 
as against other marketing agencies; and the unfounded criticisms against 
the packing industry which have resulted impel the present writer to point 
out some of the mistakes in Mr. Haney’s article. . 

Before taking up these points, however, it may be well to name two or 
three serious defects in Mr. Haney’s argument. He enumerates eight “eco- 
nomic forces tending to integration in marketing.’ He has omitted what is 
perhaps the most important reason of all, and that is the perishability of 
products.* This is the main reason why the packing industry has to “do its 
own jobbing” and why it cannot rely @n outside dealers. The president of 
the National Biscuit Company told me in person that the products of the 
National Biscuit Company too often got stale in the hands of the wholesale 
grocers and did not reach retailers in the best condition, and that this was 
the principal reason why his company had been forced to sell direct to re- 
tailers. Also the marketing of cheese has been taken over largely by the 
meat packer because the wholesale grocer did not have the facilities for 
handling this perishable product efficiently. 

Another very serious error appears on page 540, where Mr. Haney at- 
tempts to prove that the cost of marketing groceries through the mail-order 
house is very similar to the cost of marketing through the wholesale and 
retail grocer. He has overlooked the fundamental fact that the different de- 
partments of a mail-order house have different costs of doing business. If 


the expense of the entire business of a mail-order house is approximately 
22 per cent, the expenses of the grocery department would be considerably 
less than that—probably not more than 15 or 16 per cent.* This would 


show a decided advantage for the mail-order house as compared with the 
jobber-retailer route, and Mr. Haney’s comparison is obviously unsound. 
One other merchandising fallacy is apparent when Mr. Haney decries the 
“inequality in margins of profit’ on different items handled by wholesalers 
and retailers. There is room for argument on this point in so far as the 
inequality in margins results from the pushing of “leaders,” but to complain 
of the customary variation in margins as “not a healthful condition” com- 
pletely ignores the reason for the low margin on sugar, for example, as 
compared with the high margin on imported delicacies and perishable pro- 
ducts. The point is that the cost of doing business varies for different in- 
dividual articles, according to the rapidity of turnover of these individual 
articles, and the amount of salesmanship necessary in their sale.* If this 


2It might be argued that t juestion of perishability is covered in paragraph 6, 
where “special service” is given as one of the reasons for integration. Mr. Haney, 
however, apparently did not have this in mind, because he gave as examples “such 
machinery as typewriters and phonographs” (p. 531). If he did have perishability 
in mind, he certainly should have mentioned it. 


8 The writer has been informed by an official of one of the large Chicago mail- 
order houses that the expenses of the grocery department are substantially less than 
the cost of operating the whole business. 

4See my article entitled “The Right Selling Price,” System, May, 1918. 
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inequality appears to be increased by the operation of chain stores, depart- 
ment stores, mail-order houses, etc., as Mr. Haney claims is the case, this 
merely means that in these forms of marketing agencies there is a better 
adjustment of margins on individual products to actual merchandising 
oe something to be encouraged rather than discouraged. 

Taking up the specific references to the packing industry, we find that 
one of the principal reasons given for the tendency toward integration is 
the concentration of manufacturing in the hands of a few large producers. 
With this general proposition we cannot disagree, but in developing his 
thought Mr. Haney says that this tendency may be due to the possession of 
“large surplus earnings,” especially when there is a desire to “insure a stable 
outlet” or to “maintain prices to the consumer’; or that the tendency may 
also arise from a desire to introduce “some new and expensive method of 
marketing.” “All of these conditions,” he says, “may be found in the ex- 
pansion of the large meat packers and oil refiners into the marketing field” 
(page 529). 

One might infer from this discussion that the packers had extended their 
marketing functions in order to find some means of disposing of surplus 
earnings for which they could find no other use. This is an idea advanced 
by the Federal Trade Commission in its report and by opponents of the 
packing industry. that have appeared before congressional committees in 
Washington. It is a sensational suggestion utterly without foundation. 
In so far as the packers have had “surplus earnings’ to reinvest in their 
businesses, they have been governed entirely by the economic need of ex- 
tending facilities and developing means for financing operations; they have 
not had to cast about to find some way to invest such earnings and abso- 
lutely no evidence has been produced to show that such is the case. As for 
a desire to insure a “suitable outlet,” this is true of the packing industry and 
accounts for one reason why it has been found necessary to market through 
their own branch selling houses rather than through outside dealers. As 
for the desire to “maintain prices” to the consumer, this has not been a 
factor with the packing industry. No attempt at price maintenance has 
been made or would be feasible with reference to the great bulk of products 
distributed by the packers, because these products are perishable, they are 
sold in bulk, they are of varying grades and qualities, and most of them 
(such as beef) cannot be sold to the consumer under the packer’s label. 
There are a few advertised specialties, such as soap, on which attempts to 
lave retailers maintain prices—a practice very common in other industries— 
may have been made; but this has been of no significance whatever in the 
packing industry. 

As for the “need of introducing some new and expensive method of 
marketing,” Mr. Haney has adopted a wording which creates a wrong im- 
pression. The large packers had to establish their own wholesale selling 
outlets in Eastern markets just as soon as they began preparing dressed 
meats in the Middle West. This method was “new” at the time, but it has 
never appeared to be an expensive method of marketing as compared with 
the cost of marketing by other means. 

On this same point it is said that this centralization of marketing tends 
to increase the field of monopoly, eliminate competition among independent 
wholesalers, increase the average spread between the factory price and re- 
tail price, and results in “economic waste through the encouragement of 
“vercrown manufacturing units and excessive advertising campaigns.” The 
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meat packers are cited as an example. In making this point Mr. Haney 
follows the time-worn assumption that there is a monopoly in the 
industry; he assumes that the doing away with “independent wholesalers” 
tends toward monopoly and increases the spread between factory price and 
the retailer. Neither of these assumptions is or can be borne out by positive 
evidence. As for “economic waste” resulting from “overgrown mannfac- 
turing units,” Mr. Haney again makes an assumption that cannot be proved. 
The company which the writer represents has twenty-five manuf i 
plants in the United States, distributed according to location of livestock 
producing sections, consuming centers, and also with respect to the proper 
size of manufacturing units. 

This brings us to the question of “excessive advertising campaigns.” Mr. 
Haney’s remarks (pp. 530, 532) are suggestive of the views of many lay- 
men and of many economists. Where would he draw the line between reason- 
able and excessive advertising? Surely not by adopting an absolute figure; 
he would consider the relation between advertising expenditure and total 
sales. The writer made a study of advertising expenditures of various con- 
cerns while he was in academic work, and found that the average advertis- 
ing expenditure for a large number of advertising manufacturers amounted 
to something over five per cent of their sales.’ Swift and Company, one of 
the largest advertisers in the country, spent in 1919 less than one fourth 
of one per cent of its sales, including both product and institutional ad- 
vertising. Who shall say that this money was not well spent? Advertising 
is merely an economical way of selling, just as the use of a machine is an 
economical method of fabricating products. The public pays less for the 
service performed than it would pay if some other method of distribution 
of fabrication were used. Even institutional advertising could be defended 
on the ground of economy, at least economy in the long run. Wilful mis- 
representation of an industry, with the resulting prejudice that is built up 
in the minds of many people, results in an ill will (instead of a good will). 
Such an ill will makes it harder to sell products, makes it easy for federal 
and state governments to pass harmful and uneconomic laws, and threatens 
the very stability of the business. If advertising designed to overcome 
such ill will should fail of its purpose, then it would have been wasted; if 
it succeeds, the benefits both to the corporation and to the public cannot be 
measured in dollars and cents. 

Mr. Haney points out that the packers’ marketing organizations dupli- 
cate, step by step, the regular distributive system. This is of course true, 
in that the same functions have to be performed whether under one owner- 
ship or a succession of different ownerships. But Mr. Haney’s statement 
that the “packers’ method tends to be less economical than the regular 
method because of the dependence upon the hired man, and because of the 
enormous overhead,” is not based on the facts in the case. Consider the 
packer, for example, and the wholesale grocer. Although not directly com- 
parable, the cost of doing business through the packer’s branch house is less 
than 4 per cent of sales; the cost of doing business through the wholesale 
grocer is from 7 or 8 to 10 per cent of sales. Even the Federal Trade 
Commission admits that the advantage is with the packer in this respect.’ 

8 See “The Economics of Advertising,” Printers’ Ink, July 11, 1918. 

¢See Report of the Federal Trade Commission on The Meat Packing Industry, 
part IV, pp. 49 to 53. After pointing out the difficulties of making an exact com- 
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The packer’s whole expense and profit for manufacturing and selling ani- 
mal products and by-products is about 15 per cent of sales, and this includes 
buying of animals, slaughtering, paying freight to distant markets, operat- 
ing branch selling houses with refrigeration facilities, the paying of sales- 
men, accounting forces, ete., and the cost of delivery to retailers. Com- 
pare this with the wholesale grocer’s margin of about 11 or 12 per cent, 
which covers nothing but the merchandising function (although in some 
cases there is a little incidental manufacturing). This is not a reflection on 
the efficiency of wholesale grocers, whose business is very different from 
that of the packers. But is there any method whereby the services that 
the packers perform can be accomplished at any lower expense than under 
the present organization? 

Mr. Haney attempts to clinch his argument against the large-scale, inte- 
grated marketing system of the packer by saying that many small packers 
thrive without any such marketing organization. It seems curious that this 
point should be raised when Mr. Haney has every reason to know that the 
large packers and the small packers are not comparable. This was ex- 
plained by the writer at the meeting of the American Economic Association 
in December, 1919. The small packer does a local business; he cannot pos- 
sibly market efficiently (especially fresh meats) in distant markets. The 
large packer is absolutely essential to market the surplus livestock products 
of the West in the large consuming centers of the East. The marketing or- 
ganization of the large packer, therefore, is based on absolute necessity and 
is not at all comparable with that of the small packer. 

This same failure to recognize lack of comparability between large and 
small units, because of the differences in services performed, is evident in 
the conclusion (p. 545) that large-scale operations in the wholesale grocery 
trade are not based upon economic efficiency. The large-scale wholesaler 
cannot be compared with the small local jobber for the reason that he per- 
forms a different and more important service. For example, he usually de- 
velops a line of standardized canned goods under his own label—an impor- 
tant service which the small local jobber cannot hope to perform. 

Finally, the writer cannot help protesting against Mr. Haney’s vague use 
of relative terms. His expression “excessive advertising” is anything but 
enlightening, and only tends to confuse the mind on an important economic 
problem on which there should be clear thinking. His references to “public 
benefit” and to “wasteful” methods of competition, ete., also indicate a 
cloudy state of mind, and only tend to inflame certain economic prejudices 
and suspicions, without advancing positive evidence, and without proceed- 
ing from a basis of sound definition. The same vagueness is apparent in 
the last three or four pages of conclusions, and in spite of a few positive 
statements, the reader really wonders just how far Mr. Haney would go 
in defending the wholesale grocer as against such developments as the 
chain store and the mail-order house, or just when he thinks that “public 
benefit” results from integrated marketing. 

L. D. H. Wevp. 


parison, and qualifying its conclusion by saying that greater efficiency in handling 
nhon-meat products is not established, the Federal Trade Commission says: “After 
all allowances are made, however, the facts if fully known might well show that on 


the average a given volume of sales can be made at less expense by the packer 
than by the wholesale grocer (p. 52).” 
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REVIEWS AND NEW BOOKS 


General Works, Theory and Its History 


The Flow of Value. By Locan Grant McPuerson. (New York: 
The Century Company. 1919. Pp. xvi, 478.) 

In The Flow of Value Mr. McPherson has attempted “to set forth 
in general and in broad outlines the sequence of cause and effect in the 
determination of prices.” His vehicle is a textbook which, although an 
independent treatise, is “in a way” a companion volume to his How the 
World Makes its Living. His immediate object is to throw light upon 
the important questions “concerning the determination of wages, of 
prices, and the acquisition and tenure of property.” His more ulterior 
purpose is to illuminate the larger problems of “changes in the institu- 
tions and practices of the past” which are necessary to enable the com- 
munity “to codrdinate” its efforts “for the common good.” Or, more 
briefly, he considers “the flow of value” (or is it the system of prices?) 
in its relation to “economic reconstruction.” 

To this end Mr. McPherson points out the nature of human effort 
and human want, shows how utilities come into existence, how these 
give values to the articles embodying them, and how these values are 
articulated into a comprehensive system of prices. In a community 
which he hypothetically builds up he traces the “flow of value” from 
the most finished of consumers’ goods to the most primary elements of 
production. Since his society is a developing one he introduces ma- 
chinery and traces the results of this technical change upon the sys- 
tem of prices. He notes particularly the functions which wages and 
profits perform in the economic order. His regard for the relevancy 
of values leads him to a consideration of the nature of money and its 
réle in price determination. Finally, after a summary of his subject- 
matter from another angle, he concludes with a discussion of “sound 
minds in sound bodies,” which is the human end which he would have 
the industrial system serve. 

The method followed by the author has all the traditions of neo- 
classical theory back of it. Our schools of law have long bent their 
efforts upon teaching students to think legally. So our teachers of 
theory have made thinking economically their principal object. In 
seeking to extract the whole truth from a few simple premises and in 
keeping his reader away from the wilderness of modern economic fact 
Mr. McPherson follows them. Like them he builds up his argument by 
deduction; like them he arrives at statements that approximate actu- 
ality by adding his complicating factors one at a time; and like them 
the truths he garners represent tendencies rather than actual condi- 
tions. Like them he aims to substitute simplicity of statement for be- 
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wildering variety, and is led to reduce the miscellaneous assortment of 
goods, services, and wants, which are the materials of the market prob- 
lem, to “units of force” and “units of wants.” In terms of “man-hours” 
and “man-units” baffling appraisals are reduced to manageable prob- 
lems. ‘The student who masters his pages will be sadly put to it to 
escape thinking economically. 

In method, in detail, and in conclusion the volume will provoke ap- 
proval and criticism from many economic camps. The classicists will 
approve of his hypothetical method, but will look askance at an argu- 
ment which introduces “dynamic” factors into the value problem. The 
statisticians will approve the emphasis upon price and quantitative 
measurement, but will see in his reduction of his terms to simple units 
an encroachment upon their vested interests. The welfare economists 
wil! approve the human ends which he would make industry serve, but 
will quarrel with him over assumptions, as, for example, his hypothesis 
of a living wage as a condition essential to the utilization of labor. 
Even the protestants, who will see no good in so unreal a method, will 
welcome the wider basis in assumption which underlie his value theory. 
But such criticisms are inevitable. So long as we will differ about the 
very nature of our subject, no book can give us what all of us would 
like to have. 

The essential thing is that the author has come through these tra- 
ditional and hypothetical exercises without losing his head. He is not 
won over to the belief that ours is a natural and automatic order, that 
the system of prices is a perfect regulator of production and consump- 
tion, and that under the guidance of market values we get out of our 
resources all they have to give. On the contrary he realizes that how- 
ever prices may be made, in competitive markets, by the few who control 
large industries, or by official “price-fixers,” human judgments lie at 
their bases, and that the real problem is to make them as intelligent, 
as enlightened, and as little prone to error as possible. He sees a pos- 
sibility for a much better coérdination of economic processes than that 
furnished by the current system of prices, In fact “an administrative 
and executive board constituted of men of proved integrity, of large ex- 
perience, and broad grasp, can obtain the widest information from time 
to time as to the probable demands for the products . . . and there- 
fore can make the provisions which will more closely approximate the 
demand.” Again, “an administrative board, composed of representa- 
tives of boards administering each great division of industry and com- 
merce, could maintain that relativity between the production of sub- 
stances of different kinds, their transformation, and the proportions in 
which final utilities would be produced . . . that would result in a 
minimum of overproduction or of underproduction.” 
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In this conception of the instrumental character of the system of 
prices Mr. McPherson’s greatest service lies. There was a time when 
economists were lost in delight at their discovery of how adequately 
changing prices adjusted demand and supply, and through them pro- 
duction and consumption, to each other. They failed to see in the 
constant use of such a mechanism with the wide fluctuations in prices 
which it entailed evidence of great imperfections in the codrdination of 
economic processes. Mr. McPherson is right in regarding this question 
of organization as the great problem of “reconstruction.” He is to 
be thanked for restating the problem in terms of the human judgments 
which make prices and of the factors of industrial organization which 
condition them. And, most important of all, he is to be congratulated 
upon coming to so clear an appreciation of his problem through a tra- 
ditional exercise in value theory. 


Watton H. Hamitton. 
Amherst College. 


Some Aspects of the Inequality of Incomes in Modern Communities. 
By Hueu Datron. (New York: E. P. Dutton & Co. 1920. 
Pp. 360.) 

The book begins with a painstaking discussion of the views of promi- 
nent economists with regard to the distribution of incomes among fami- 
lies and especially of the effect of inheritance in producing inequality. 
This summary of the ideas of others is followed by an analysis from 
the author’s own standpoint of the various forces which tend to give 
rise to inequality in income and of all possible devices which may be 
utilized to make incomes more equal. 

Professor Dalton considers that very little argument is necessary to 
show that the present distribution of income is too unequal. However, 
he concludes that absolute equality would be absurd and leans toward a 
policy of distributing income somewhat more in proportion to the needs 
therefor than is accomplished by the present system. He everywhere 
recognizes, however, the fact that society cannot afford to sacrifice 


production in order to improve distribution. The problem, as he sees 
it, is how to lessen inequality in incomes without materially reducing the 
output of industry. 

A few seeming inaccuracies and oversights in the book are out of 


harmony with the general carefulness of the work. On page 51, for 
example, he quotes Marshall approvingly as saying that Ricardo “was 
inclined to envisage mankind as wholly composed of city men,” and then 
immediately discusses Ricardo’s propositions concerning agriculture! 
The statement is made on page 281 that the custom of allowing the 
living to inherit the property of the dead “is a very curious fact,” but 
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he fails to show anything curious about it. In his discussion of why 
women are paid less than men, he entirely overlooks the important cir- 
cumstance that women commonly expect their calling to be terminated 
soon by marriage, and hence it is not worth while for the employer to 
train them for positions of great responsibility in his business. 

On page 173, occurs the error, common to most economists, of as- 
suming that interest is a payment for the services of “capital goods” 
rather than for a money loan. In the first chapter of part IV, natural 
wealth gaining ability and merit are tacitly assumed to be identical, 
which seems to imply a very narrow definition for the idea of “merit.” 

The preceding are minor points, but, in the opinion of the reviewer, 
other more fundamental errors occur which tend to weaken Professor 
Dalton’s line of reasoning. He states on page 48, for example, that the 
rate of increase of agricultural production “has blown . . . [Mal- 
thus’] thesis into thin air, and exhibited him, not indeed as a moral 
delinquent, but as a very inadequate economist.” As a matter of fact, 
it appears probable that Malthus’ fundamental mathematical proposi- 
tions can be shown to have held even during that rapid spread of popu- 
lation into comparatively unoccupied regions, which characterized the 
last century, and the most cursory thought convinces one that the 
fixed area of the earth’s surface necessarily makes such an expansion 
into new territory a transitory rather than a permanent phenomenon. 
As for improvements in agriculture, a circumstance to which Professor 
Dalton attaches considerable importance, it can scarcely be said that 
they have thus far succeeded in affecting any startling increases in 
yields per acre. 

Furthermore, Professor Dalton’s assumption that the western world 
has progressed beyond all danger from the disproportionately rapid 
multiplication of the most inefficient types of mankind is delightfully 
optimistic but seems to contradict the statistical evidence presented by 
many investigators of the actual facts concerning birth rates in the 
different strata of society. 

Throughout the entire book runs an undercurrent of assumption that 
all persons are actually endowed by nature with equal talents and abil- 
ity and that, therefore, unequal advantages are wholly responsible for 
the differences that we observe in humankind. For instance, on page 
258, he speaks of the belief that some workers, even with proper 
training, would not be able to fill certain occupations, as “hypotheti- 
cal.” Is it not strange, however, that human beings alone, of all the 
plant and animal kingdom, should show this practical identity of nat- 
ural gifts? His conclusion that educational opportunities for all would 
tend to lessen differences in wages seems to be belied by conditions in 
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the United States where free schools have long been available to all, 
but where very wide differentials in wages and salaries still prevail. 

The correctness of the assumption that much greater equality of 
wages than now exists would be desirable is nowhere demonstrated and 
the proposition appears to be one of very doubtful validity. Under 
such circumstances, what incentive would a worker have to “make 
good”? 

While, for the reasons just stated, the reviewer believes that Profes- 
sor Dalton has gone somewhat too far in his desire for greater equality 
of incomes, there can be little doubt of the fact that he has done a great 
service to students in this field by gathering together the material on 
the subject and presenting a logical discussion of the whole philosophy 
of distribution of income. The practical recommendations which he 
makes for modifications of inheritance laws are mainly those previously 
suggested by Professor Ely and Rignano in their respective writings 
and are distinctly moderate and logical. These propositions include 
the abolition of the intestate succession of distant relatives and the 
partial or total extinction of the right to bequeath inherited property. 
The last-mentioned limitation, aimed at the abolition of the class known 
as “the idle rich,” certainly contains far-reaching possibilities and has 
much to commend it. Professor Dalton points out, however, the seri- 
ous danger, overlooked by most writers on the subject, that heavy in- 
heritance taxation is likely to dissipate the accumulations of wealth so 
essential to abundant production. He wisely suggests that with any 
measure causing the state to take over any considerable share of estates 
should go suitable legal safeguards so drafted as to prevent material 
diminution in our aggregations of industrial equipment. 

The book throughout is thoroughly scientific and is characterized by 
abundant references and a logical style of presentation. 

Wittrorp I. Kine. 


The Principles of Sociology. By Epwarp Atswortn Ross, (New 
York: The Century Company. 1920. Pp. xviii, '708.) 

Those who have followed Professor Ross’s series of articles in recent 
issues of the American Journal of Sociology, and have looked forward 
to the publication of the volume which they foreshadowed, will not be 
disappointed in the book itself. In fact, Professor Ross’s analyses are 
even more convincing and illuminating when combined in an integrated 
and connected system than they were as scattered monographs. 

The book is divided into five parts: The Social Population, Social 
Forces, Social Processes, Social Products, Sociological Principles. 
The section on Social Processes is by far the most extensive, occupying 
480 pages out of a total of 693 pages of reading matter. It is also 
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the most important. Here the author is at his best. Professor Ross’s 
unique qualifications are those of an observer, and interpreter of what 
he observes. He has the gift of discerning the real nature of the doings 
of men and women and children, and through this discernment of show- 
ing the relationship between the different departments of human ac- 
tivity, and of reducing the infinite varieties of acts and behavior to 
certain definite types and categories. Professor Ross is what the 
character analysts would undoubtedly describe as the dynamic type of 
man. Accordingly, what interests him most is society as a “going con- 
cern.” And his ability to see what is going on enables him to see what 
the results of the “goings on” will be, and to point out what changes in 
human activity are required if certain desired ends are to be accom- 
plished. His practical conclusions are therefore almost invariably 
sound, sensible, and positive, ‘This is most fortunate, since he unre- 
servedly commits himself to the telic conception of sociology, and ad- 
mits that his “over-mastering purpose” is “to better human relations.” 

The author distinguishes thirty-eight different social processes, to 
each of which he gives an appropriate name. ‘These are not all of 
equal weight, nor does their importance as commonly recognized corre- 
spond with the amount of space given them. Thus “association” which, 
in the conception of many sociologists, includes practically the whole 
subject-matter of the science, occupies only about twice as many pages 
as “professionalization,” and “class struggle” stands on a par with 
“ossification.” This is, of course, due partly to the use of words in a 
sense somewhat different from the commonly accepted one, but also to 
the obvious impossibility of giving a clear exposition of a concept in 
the exact number of words which its relative importance would indicate. 
In fact, it may require more space to clarify an unfamiliar idea than 
one which, just because of its importance, is more widely known. 

The gross result of this section is to leave upon the reader the im- 
pression of an undreamed of orderliness and system in the doings of 
human beings, a system not the result of a deliberate, pre-arranged or- 
ganization, but of the working out of problems by innumerable indi- 
viduals who are fundamentally alike in their essential qualities, and 
therefore tend to follow certain well defined channels of conduct. The 
science of society looms large not only as a possibility but as an actu- 
ality in the light of such a discussion. 

The book opens with a brief analysis of the make-up of the social 
population, taking into account number, sex, age, urban and rural dis- 
tribution, growth of population, etc. This is followed by an analysis of 
the social forces. In recognizing the instincts as the fundamental so- 
cial forces the author is in close accord with the best modern thought. 
His exposition of these original forces, however, as well as his treat- 
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ment of the derivative forces, leaves considerable to be desired. The 
reader does not quite feel that he has had his feet planted solidly on 
the substructure of natural forces and natural law upon which the edi- 
fice of sociology must ultimately rest if it is to withstand all the winds 
and floods that beat upon it. 

Somewhat the same feeling is engendered by the closing sections on 
social products and sociological principles. Thus it is surprising to 
find the recreation center included in a brief list of institutions, but 
the church omitted; industry included, but commerce and transporta- 
tion—certainly two of the most distinct social products—omitted, 
There is also much reason to question the author’s position that the 
extension of social control over industry is a matter which should be 
left to the economists to decide. Rather is it just at such points as 
this that the dividing line between economics and sociology is most 
clearly defined. Similarly, in the discussion of sociological principles, it 
is strange to find no mention of that great principle, by whatever name 
it may be called, by which men’s recognition of the interests and wel- 
fare of others as factors in conduct is becoming so continually extended. 


To cite these shortcomings, however, is merely to illustrate the fact 
that the science of sociology, as at present developed, is much too dif- 


fuse to be adequately covered in one work—not to say one volume—by 
any man, however wide the scope of his mind. To have produced an 
exposition of one major department, such as Professor Ross has given 
us in his Social Processes, is glory enough for one man. 

It hardly need be said that the book is highly readable, crammed with 
unique and picturesque incidents and cases, all pertinently attached as 
illustrations to some generalization. The author’s powers of observa- 
tion and wide acquaintance with foreign lands have enabled him to pro- 
vide a storehouse of invaluable citations for others working in similar 


fields. 


Henry Pratt 
New York University. 
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In the words of the author, this volume endeavors “to examine and 
present in as concise a form as possible the principles and rules which 
guided and regulated men in their economic and social relations during 
the period known as the Middle Ages.” It is not very many years since 
the announcement of such a book would have been received by many 
economists with polite indifference, if not with positive irritation. If 
they took notice of the work at all they would have asked, “What possible 
interest can medieval economic notions have for us? Can anything good 
come out of the Middle Ages?’ However, the researches of such eco- 
nomic historians as Cunningham and Ashley have rendered that attitude 
henceforth impossible in anyone who desires to be or to pass for a scholar. 
Students of economic history now realize that the ethical and economic 
doctrines and institutions of the Middle Ages constituted a distinct and 
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fairly coherent system which endured for several centuries, and which 
produced a large and important body of results. 

The author quotes with approval Ashley’s statement that the study of 
medieval economics is necessary as an introduction to later theories, but 
he insists that its chief value is in helping toward a solution of present- 
day problems. This is because of the emphasis which the medieval 
writers placed upon the ethical element in economic transactions. Ac- 
cordingly, the author attempts to set forth fully the ethical teaching of 
the canonists and theologians on the right of property, the exchange of 
property and the lending of money, and to expound the fundamental 
principles that underlay the specific teaching on all these subjects. His 
exposition contains nothing new. According to some reviewers, the book 
has evidently been constructed entirely upon the basis of secondary 
sources. Whether this criticism is entirely accurate or fair, the work is 
of great value, inasmuch as it presents for the first time in English the 
entire body of medieval economic teaching between the covers of a single 
volume, and in a fundamental and systematic way. 

Undoubtedly the critical portion of the book is unsatisfactory. For 
example, when the author tries to reconcile the medieval condemnation of 
interest on loans with the medieval approval of interest on capital in- 
struments, his insistence upon the fact that the money loaned was re- 
garded as sold to the borrower, is hardly a conclusive explanation. In 
the first place, the conception of the loan as a sale was artificial and tech- 
nical rather than realistic and natural. In the second place, if a loan was 
a sale in the Middle Ages it is a sale today, and the product or increase 
which the borrower (or buyer) obtains through exchanging the money for 
productive capital even now belongs entirely to the borrower; therefore, 
the lender is guilty of extortion when he requires a part at least of this 
product in the form of interest. Nor is the difficulty squarely met by re- 
course to the title of lucrum cessans. The simpler and more effective ex- 
planation is that in the medieval period the great majority of loans were 
used for the purchase either of consumption goods or of the simple tools 
needed by the artisan. In either case, the exaction of interest was looked 
upon as a species of extortion, as an unjust advantage taken of the weak 
by the strong. Joun A. Ryan. 
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This book makes a valuable contribution to Italian economic history of 
the nineteenth century. The agricultural organization whose develop- 
ment during the significant years of the forties it details had among its 
members many men already prominent, or soon to become prominent, in 
the affairs of Italy; Cavour himself here advanced and tested his ideas 
on many subjects and had the skirmishes that preceded his important bat- 
tles. Ostensibly agricultural in the pivot of its interest, the society really 
reflected the sum of the larger economic interests of Piedmont in its day. 
Agricultural technique and instruction, forestry, credit, various sorts of 
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insurance, roads and railroads, trade and markets, tariff systems, prob- 
lems of poverty and of labor, social peace and radical theories, these were 
studied by men familiar with the reasoning of economists, with the older 
economic conditions, and with contemporary needs and demands. Neither 
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problems of the future by describing the conditions and the influences 
which led to the passage of the Land Settlement Act in California and 
by explaining the methods and policies which it has brought into opera- 
tion.” The book presents the social and economic nceds for the develop- 
ment of the rural people of California, the national policy of the distri- 
bution of public lands, and defects of private colonization. Land settle- 
ments in Australia and California are described in considerable detail. 

The author is well prepared to speak authoritatively on the subject of 
land settlement both in Australia and in California, having served as 
chairman of the commission in charge of this work in Australia for eight 
years and chairman of the Land Settlement Board of California since 
1915. 

The colonization work in California was undertaken by the state be- 
cause private colonization was not rendering the kind of service the peo- 
ple needed. Land unfit for cultivation was sold as farm land, settlers 
were charged exorbitant prices for land, time for making payment was 
too short, and men bought land without money enough to stock it. The 
success of a colonization plan in Australia where climate, products, and 
people are very similar to those of California, influenced public opinion. 

The basis of the land settlement policy in Australia was “the purchase 
and subdivision of large estates and their sale in small improved farms to 
actual settlers. These settlers were to be helped by generous credit and 
by expert advice and direction.” In California the governor selected a 
competent board, the legislature provided funds, 6300 acres of land 
were purchased for the settlement, a system of irrigation provided for on 
a large area, the land divided into farms of from 9 to 300 acres each, 
and settlers who had at least $1500 and farm experience began filing ap- 
plications for farms. Under the California act, farm workers obtained 
allotments of one and three fourths or two acres each. All members of 
the settlement codperate in carrying on their work. | 

The author points out the pitfalls and notes mistakes made and also 
tells of the successes. He sees the mistakes made in parceling out the 
public domain and believes that the colonization plan is the best method 
to encourage settlers to own their own homes and become successful farnm- 
ers. He discusses essentially the one type of colonization, that used in 
Victoria and California. He has not discussed other types such as that 
in which the state coéperates with private societies in colonization, found 
in Holland and Sweden; nor has he mentioned several countries which 
have provided farms for soldiers during and since the late war. 
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The author’s methods are doubtless sound and his descriptions illumi- 
nating, but he has not pointed out the limitations of his scheme, and is 
perhaps over-optimistic of successes which may be met with under dif- 
ferent conditions. A. J. Dapisman. 
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Wurtz, B. Gold, its place in the economy of mankind. (New York: Pit- 
man. 1920. Pp. 180. $1.) 


The agriculture of Ohio. Bulletin 326 (1918). (Wooster, O.: Ohio Ex. 
Sta. 1920. Pp. 488.) 

Contains a history of agriculture in Ohio, by W. A. Lloyd; a detailed 

statistical study of Ohio agriculture from 1850 to 1910, by J. I. Fal- 


coner; and statistics of crop production by counties since 1850, by C. E. 
Thorne. 


Analysis of the bill creating a federal live stock commission and statement 
on behalf of the packing industry by the Institute of American Meat 
Packers. S. 3944. (Washington: Supt. Docs. 1920. Pp. 38.) 


Denmark—agriculture, commerce, finance. (New York: Brown Bros. & 
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Farm labor in Wisconsin. Bull. 316. (Washington: Office of Farm Man- 
agement. 1920. Pp. 48.) 
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Stocks of leaf tobacco and American production, import, export, and con- 
sumption of tobacco and tobacco products, 1919. Bull. 143. (Washing- 
ton: Bureau of the Census. 1920. Pp. 54.) 


Timber depletion and the answer. A summary of the report on timber de- 
pletion and related subjects prepared in response to Senate resolutions 
$11. Dept. Cire. 112. (Washington: U.S. Dept. Agri. 1920. Pp. 16.) 


Summary of operations. California oil fields, (San Francisco: State Min- 
ing Bureau. 1920. Pp. 74.) 


Manufacturing Industry 
NEW BOOKS 


Burier, J. G., Jn. Fifty years of iron and steel. (Youngstown, 0O.: 
Author. 1920. Pp. 158.) 


Ganswinpt, A. Die Wolle und ihre Verarbeitung. (Leipzig: Hartleben. 
1919. Pp. vi, 796. 12 M.) 


Hay, J. H. Investigation of the cost of clothing. Bull. no. 6. (St. Paul, 
Minn.: Dept. Agri. 1920. Pp. 12.) 


Hay, J. H. Investigation of the trade practices and profits involved in the 
manufacture and sale of boots and shoes. Bull. no. 7. (St. Paul, Minn.: 
Dept. Agri. 1920. Pp. 15.) 

Kerr, M. American manufacturing industries. Fundamental economic fac- 
tors. (New York: Ronald Press. 1920. $8.) 


Pootze, B. W. The clothing trades industry. (New York: Pitman. 1920. 
Pp. 100. $1.) 


Seysert, C. W. Der Arbeiternachwuchs in der deutschen Maschinenindus- 
trie. (Berlin: Springer. 1920. Pp. 100.) 


Warsvure, J. P. Wool and wool manufacture; a brief analysis for the lay- 
man. (Boston: First Nat. Bank. 1920. Pp. 50.) 


Witims, M. Zur Frage der Rohstoffversorgung der deutschen Jute-Indus- 
trie. Probleme der Weltwirtschaft Schriften des Instituts fiir Weltwirt- 
schaft und Seeverkehr an der Universitat Kiel. (Jena: Fischer. 1920. 
Pp. 77. 12M.) 


Transportation and Communication 
NEW BOOKS 


Artrersury, W. W. The railroad labor situation. An address delivered be- 
fore the National Industrial Conference Board, New York City, Novem- 
ber, 18, 1920. (New York: Office of Pa. R. R. System. 1920. Pp. $2.) 

Dresset, C. Die Entwicklung des deutschen Schiffbaues unter besonderer 
Beriicksichtigung des Frachtdampferbaues. (Weida: Thomas & Hubert. 
1919. Pp. 107.) 

Fayie, C. E. Seaborne trade. Vol. 1. The cruiser period. (New York: 
Longmans. 1921. Pp. xviii, 442. $7.50.) 

Giese, K. Das Seefrachttarifwesen. (Berlin: Springer. 1919. Pp. $95.) 
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Ivey, P. W. The Pere Marquette Railroad Company. An historical study 
of the growth and development of one of Michigan’s most important rail- 
way systems. (Lansing, Mich.: Historical Commission. 1919. Pp. 259.) 


Watkins, E. Shippers and carriers of interstate and intrastate freight. 
Third edition. (Atlanta: The Harrison Co. 1920. Pp. 1-852; 853- 
1778. $18.) 


Address of Hon. John J. Esch on the occasion of the dinner in New York, 
December 15, 1920, given in honor of S. Davies Warfield. The address 
of S. Davies Warfield. (Baltimore: Nat. Assoc. of Owners of Railroad 
Securities. 1920. Pp. 17, 34.) 


The freight traffic red book. (New York: The Traffic Pub. Co. 1920. 
Pp. 428.) 


A list of references on the conflict of authority between the state commis- 
sions and the Interstate Commerce Commission in the control of rates 
under the Transportation act of 1920. (Washington: Bureau of Rail- 
way Economics. 1920. Pp. 19, typewritten.) 


A list of references on the Cummins railroad bill and the Transportation 
act of 1920. (Washington: Bureau of Railway Economics. 1920. Pp. 
55, typewritten. ) 


Railway earnings in 1919. Consecutive no. 150. Miscellaneous series no. 
34. (Washington: Bureau of Railway Economics. 1920. Pp. 18.) 


The relation of costs to motor truck transportation. (Akron, O.: The Fire- 
stone Ship by Truck Bureau. 1920. Pp. 15.) 


The telephone industry. A report submitted to the governor, prepared by 


the Bureau of Women in Industry. (Albany: Dept. Labor. 1920. Pp. 
95.) 


Trade, Commerce, and Commercial Crises 
NEW BOOKS 


Barker, A. The British corn trade; from the earliest times to the present 
day. (New York: Pitman. 1920. Pp. 182. $1.) 


Cotuns, J. H. Straight business in South America. (New York: Apple- 
ton. 1920. Pp. 305. $2.50.) 


Corpetanp, M. T. Marketing problems. (Chicago: A. W. Shaw Co. 1920. 
Pp. 363.) 


Duncan, C. 8S. Marketing. Its problems and methods. (New York: Ap- 
pleton. 1920. Pp. xv, 500.) 


Forv, T. F. and L. C. The foreign trade of the United States. (New 
York: Scribners. 1920. Pp. xiv, 325. $3.) 

This is intended for the general public and admittedly not for the ex- 
porter. We should differ with the recommendation given it, however, for 
use as “a text in business schools and in universities which give practical 
courses in political economy.” The reviewer would consider of doubtful 
value any university course in which this was used as the text, although 
there would be no objection to assigning it as a brief introduction. Except 
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for the purpose of giving a very general review of the field to a beginner, 
it has little place in a course which aims to go deep enough into any phase 
of foreign trade to make it practical, or even to make it worth while. 
Over one fifth of the book is devoted to an examination of statistics of 
our foreign trade, an equal portion to the organization and technique of 
import and export. There are short chapters upon transportation, insur- 
ance, phases of financing, balance of trade, German foreign trade organi- 
zation, and the foreign trade of other nations. With other works in the 
same class, this must be described as superficial, though it furnishes an 
interesting survey for the general reader, while the bibliography at the 
close of each chapter gives direction to those who wish to go further. 
H.R. T. 


Hay, J. H. Investigation of the costs and profits involved in the handling 
of sugar. Bull. no. 3. (St. Paul: State Dept. Agri. 1920. Pp. 8.) 


Hay, J. H. Investigation of production, distribution and prices of bread. 
Bull. no. 5. (St. Paul: State Dept. Agri. 1920. Pp. 7.) 


Messner, W. Argentiniens Handelsbezichungen zu den Vereinigten Staaten 
von Amerika. (Céthen: Otto Schulze. 1919. Pp. xiii, 868. 14 M.) 


Meyer, E., Jn. Financing foreign trade. Address by invitation of a com- 
mittee of bankers and delegates of the American Bankers Association Con- 
vention, Washington, D. C., October 20, 1920. (New York: Author, 820 
Fifth Ave. 1920. Pp. 17.) 


Netra, G. Die Handelsbezichungen zwischen Leipzig und Ost- und Si- 
dosteuropa bis zum Verfall der Warenmessen. (Zurich: Leeman. 1920. 
Pp. 149.) 


Nortz, W. F. and Harvey, R. S. American foreign trade. (Indianapolis: 
Bobbs-Merrill. 1920. Pp. 425. $5.) 


Perper, C. M. American foreign trade. The United States as a world 
power in the new era of international commerce. (New York: Century 
Co. 1919. Pp. ix, 350.) 

Mr. Pepper evidently does not aim to give a logical and comprehensive 
account of his subject. He prefers to bring into strong relief various 
phases of our foreign trade and foreign relations in a way that will gain 
the attention of the public. The chapters upon the Farm in Foreign 
Trade, Machinery and National Efficiency, and Raw Materials are fol- 
lowed by five chapters upon commercial policy, emphasizing British and 
American policies. The second half of the book takes up various market 
areas such as continental Europe, Russia, the Near East, and South 
America, discussing the market possibilities with reference to the re- 
sources, trade development, needs, and commercial relations. Although 
the student of foreign trade and commercial policy will find little that is 
new to him in this book, it furnishes much that would be useful to the 
citizen in passing judgment upon many problems of foreign trade policy 
which are now awaiting decision. Mr. Pepper’s long experience in gov- 
ernment and private positions has well qualified him to give a broad- 
gauge view, so desirable in a work of this sort. H. R. T. 
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in the manufacture and sale of building material. Bull. no. 9. (St. Paul: 
State Dept. Agri. 1920. Pp. 81.) 


SiateR, J. A. Commodities of commerce. (New York: Pitman. 1920. 
Pp. 160. $2.50.) 


Essentials of trading with Latin America. (New York: Guaranty Trust 
Co. 1920. Pp. 28.) 


Trading with the Near East. Present conditions and future prospects. 
(New York: Guaranty Trust Co. 1920. Pp. 19.) 


Accounting, Business Methods, Investments, and the 
Exchanges 


Personnel Administration. Its Principles and Practice. By Orpway 
Trap and Henry C. Metcatr. (New York: McGraw-Hill Book 
Company. 1920. Pp. xii, 538.) 

The imagination and energy expended in the field of personnel admin- 
istration the past five years have resulted in a profusion of methods 
and principles. To present these in a manner both comprehensive and 
critical was a task, the magnitude of which only the experienced and 
widely versed personnel administrator can appreciate. In this task the 
authors have succeeded so well that it will be unnecessary to repeat it 
in the near future. Their book is a landmark in the literature of per- 
sonnel administration. 

Historically, the volume represents a crystallization of the courses in 
personnel administration which the authors have been giving for the 
past few years. Its contents are, therefore, more systematically pre- 
sented than has usually been the case in this field. It is rich in specific 
examples drawn from many sources, but unlike most literature of in- 
dustrial relations, the examples are subordinated to the principles 
which the authors are discussing, and are not described simply for their 
own sake. The comprehensive references given at the end of each sec- 
tion and the detailed index are a further indication of the painstaking 
care with which the entire volume has been prepared. 

The general arrangement of the subject-matter is based on a con- 
ception of personnel work which, with slight variations, is now regarded 
as standard. The activities of the personnel department are arranged 
under six headings: employment methods; health and safety; educa- 
tion; research; employees’ service; and joint control. Many of the 
topics discussed are of a controversial nature; for example, the ques- 
tions of fatigue, length of the working day, and rest periods. In such 
cases the authors usually arrive at conclusions which not only are 
sane but which are of considerable practical value to the personnel 
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manager who is looking for a way out of the contradictions which have 
beset him. The treatment of the question of fatigue is typical. In- 
stead of becoming involved in theoretical experiments and statistical 
reports, the authors suggest the practical steps by which necessary 
fatigue may be reduced. The discussion of the rating scale is an ob- 
vious exception to the usual procedure, for in this case the authors ac- 
cept at its face value an expedient which at best is only in its initial 
experimental stage. A chapter on Arousing Interest in Work is timely 
because it dissipates a prevalent notion that interest in work can be 
aroused by any one device, and shows that interest is a complex factor 
which can be enlisted only through a comprehensive program of per- 
sonnel activities. 

Probably the strongest, and yet in some ways the weakest, section of 
the book, is that dealing with job analysis and job specification. It 
reveals the lack of a practical grasp of the details involved in job an- 
alysis and task setting. It is too uncritical in its acceptance of the 
dogma which scientific management has developed on this subject. On 
the other hand, it displays a penetrating grasp of the problem in its 
broader aspect by its insistence upon the participation of employees 
in the making of the job analysis. 

The space given to the discussion of “joint control,” that is, shop 
committees, factory councils, employees’ committees, and the various 
plans which have as their underlying principle the participation of the 
workers in management, shows the large significance which the authors 
attach to this phase of personnel administration. The subject is treated 
not only from the standpoint of joint control in individual industries 
but from the point of view of national joint control as well. It may 
be contended that in this respect the book goes beyond the scope of 
personnel administration as it is usually understood. On the other 
hand, it is such breadth of view and courage of conviction which help 
to make the book a landmark not only for the past but for the future. 

The fundamental belief which serves as the unifying thesis of the 
book is expressed in the quotation: “If personality is central in life, 
then it is—or should be—central in industry. . . . The department of 
personnel is, indeed, as some one has well characterized it, the depart- 
ment of personality” (p. 21). Departments of personnel and indus- 
trial relations are regarded today rather as practical adjuncts to the 
modern business organization, useful only in so far as they contribute 
to the success of the particular concern. However, the more compre- 
hensive viewpoint from which the authors have presented the subject 
increases the value of their book for those who wish to understand this 
field in its widest possible significance. 

Henry C. Liyx. 
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Principles of Accounting. By A. C. Hopcr and J. O. McKinsey. 
(Chicago: University of Chicago Press. 1920. Pp. xiv, 389. 
.00.) 
waa in Theory and Practice. By Earu A. Sauiers, (New York: 
McGraw-Hill Company. 1920. Pp. ix, 301.) 

The emphasis of Principles of Accounting is placed upon the use of 
accounting as an aid to the business executive. Immediately follow- 
ing the first two chapters, which briefly discuss the meaning and func- 
tion of accounting and the relationship of accounting to proprietor- 
ship, the first important aspects of the subject presented are the balance 
sheet and the statement of profit and loss. The subsequent arrange- 
ment of topics is somewhat novel but very effective. No mention is 
made of the books of original entry until after the consideration of 
such matters as the account as a means of classifying information, the 
construction and interpretation of accounts, the trial balance, the ad- 
justing entries, the closing entries. The need for a record other than 
the ledger is now explained and the various typical forms of the books 
of original entry are described. In the remaining half of the book the 
topics presented include in the order given: business vouchers and 
forms; business practice and procedure—purchases and sales, cash and 
notes; books of original entry—sales and purchases records, the cash 
journal; controlling accounts; construction and interpretation of ac- 
counts (five chapters); accruals and deferred items; adjusting and 
closing entries, classification of accounts, financial reports; graphical 
method of presenting accounting facts. 

The author of Accounts in Theory and Practice states that his pur- 
pose is to afford a first course in the principles of accounts. Although 
it is intended primarily as a first semester text it will probably prove 
useful in wider fields. He is planning to supplement this book with a 
second volume which will treat of the more complicated aspects of gen- 
eral accounting procedure such as valuation, ledger analysis, consolida- 
tions, branch house accounts, and realization and liquidation. The 
book is divided into six parts containing a total of 41 chapters aver- 
aging about seven pages a chapter. Part I devotes about 85 pages 
to the fundamental principles; part II briefly considers partnership 
accounting; part III has to do with expansion of accounting records; 
part IV with corporation accounting; part V, financial statements; 
part VI, special applications of principles. In part I the author ex- 
Plains and illustrates very effectively the functional classification of 
transactions by showing a specimen ledger with two divisions, the real 
accounts and the nominal accounts. 

The authors of both of these books should be commended for having 
taken the pains to obtain concrete material and to present it in such 
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a way that the student not only can grasp the principles but can see 
their bearing upon particular problems. Although accounting forms 
are far less important than accounting analysis it must nevertheless be 
borne in mind that if at the end of a course a student is unable to apply 
his knowledge so as to design a simple set of books for a small activity 
he is justified in questioning the immediate value of the course. From 
the point of view of this particular need both of these books should 
prove especially helpful. 

Instead of following the old plan of accompanying the text with one 
or two long laboratory sets the authors in both cases have chosen the 
more effective policy for their purpose of including an abundant num- 
ber of short and well chosen exercises. In brief, these books have a 
common feature in that they are designed primarily to meet the needs 
of persons who wish to obtain accounting information as a special tool 
in their particular professions, but who do not expect to make the sub- 
ject their life work. It is rather difficult to summarize the relative 
merits of one of these books as compared with the other, but those 
teachers who have at their disposal more than one semester in which 
to present general accounting may prefer Accounts im Theory and 
Practice. On the other hand, those teachers who have the problem of 
presenting the subject in a single term will probably find Principles 
of Accounting more nearly suited to their needs, 


Martin J. Suucrve. 
Massachusetts Institute of Technology. 
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Breev, W. D. Cash and securities; the system of finance. (New York: 
Dixie Business Book Shop. 1920. Pp. 74. $1.) 


Brisco, N. A. Retail salesmanship. (New York: Ronald. 1920. $2.) 
Carpenter, C. U. Increasing production, decfeasing costs. (New York: 
Engg. Mag. Co. 1920. Pp. xiii, 482.) 


CuamBertain, J. A. Commercial law; a practical manual covering the 
fundamental principles of law as applied to business in general, with spe- 
cial reference to common law affecting the more usual commercial trans- 
actions. (Chicago: Am. Technical Soc. 1920. Pp. 816.) 


Cueney, E. J. Memorandum concerning principles and methods of water 
power valuations approved and practiced by various courts and commis- 
sions. (New York: Author, 61 Broadway. 1920. Pp. 27.) 


Costetio, L. W. J. and O’Sutuivan, R. The profiteering act, 1919. Re- 
issue with addenda, 1920. (London: Stevens & Sons. 1920, Pp. 75.) 


Dovaras, A. W. Economic studies of states for merchandising. (New 
York: Ronald. 1920. $2.) 


Freverick, J.G. The great game of business: its rules, its fascination, its 
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services and rewards. (New York: Appleton. 1920. Pp. ix, 175. 
$1.50.) 


Herrorp, R. O. and Jenxins, H.G. Outlines of industrial administration. 
(London: Pitman. 1920. Pp. ix, 122. 6s.) 


Jorpan, J. P. and Harris, G. L. Cost accounting, principles and practice. 
(New York: Ronald. 1920. Pp. xx, 529. $8.) 

It has been the object of the authors to outline in coherent and closely 
knit order the essential steps in cost procedure for industrial enterprises in 
general and not to compile an encyclopaedic handbook of the subject. 
The material has been so arranged as to present first in chapters i to 
xxvi the entire technique of cost accounting in unbroken sequence. 
Among the points discussed in these chapters are: cost components, es- 
tablishing the basis of cost, methods of controlling cost records, depart- 
mentalization, orders and symbols, purchase and receiving records, trans- 
portation changes, stock record accounting, methods of pricing requisi- 
tions, how to take an inventory, accounting for labor calculation and ap- 
plication of departmental burden rates, financial statements, prevailing 
types of cost systems, by-product costs, defective work losses. Matters 
involving what may be termed the philosophy of the subject which de- 
manded for more complete understanding a perspective of the records 
as a whole are taken up later in chapters xxvii to xxxvii. The topics 
which are treated in this second part include: the installation of a cost 
system, tool records, advantages of stock records, under- and over-ab- 
sorbed burden, regulation of idle equipment delays, advantages and dis- 
advantage of different methods of applying burden, interest on invested 
capital as a manufacturing cost, mechanical devices as aids to cost ac- 
counting, graphic production control, recent developments of cost ac- 
counting. As a special aid in visualizing the technique of cost pro- 
cedure a chart illustrating the successive steps has been prepared. About 
15 selected and well designed forms add to the value of the contents. 
Finally there is an appendix which contains 86 C. P. A. cost accounting 
problems most of which are reasonably explicit and worth while as class 
room data. Although in recent years the amount of good literature on 
cost accounting principles and methods for industries in general has been 
increasing, the reviewer believes this book has contributed substantially in 
showing how cost accounting may serve more fully as a useful managerial 
instrument as well as a means for fixing selling prices. M. J.S. 


Kersey, C., editor. Industrial stability. Annals, vol. XC. (Philadelphia: 
Am. Acad. Pol. & Soc. Sci. 1920. Pp. 177. $1.) 


Kirk, J. G. and Street, J. L. Bookkeeping for modern business. (Phila- 
delphia: Winston Co. 1920. Pp. 236.) 


Leiserson, W. R. The worker’s reaction to scientific management. (New 
York: Engineering Societies Bldg. 1920. Pp. 8.) 
Reprinted from Volume V, number 4 of Bulletin of the Taylor Society ; 
an address delivered at a meeting of the Taylor Society in Rochester, 
N. Y., May 7, 1920. 


Lincorn, W. G. Business men’s laws of California, (Los Angeles: Kell- 
away-Ide Co. 1920. Pp. $92.) 
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Martin, H.S. The New York Stock Exchange. A discussion of the busi- 
ness done; its relation to other business, to investment, speculation, and 
gambling; the safeguards provided by the Exchange, and the means taken 
to improve the character of speculation. (New York: Author. 1919. 
Pp. iv, 277.) 


Meap, E. S. Corporation finance. Fourth edition, revised. (New York: 
Appleton. 1920. Pp. xiv, 477. $3.) 

This fourth edition possesses all the merits of the earlier editions of 
the book and has been extended in some essential parts to make it cover 
more completely the problems of business finance. Attention is given to 
bank borrowing by corporations, the question being one of commercial 
finance as distinguished from corporation finance proper or investment 
finance. In devoting a chapter to this subject the author has recognized 
the fact that the student of corporations is as much concerned with the 
problems of current financing as he is with the methods and practices 
of permanent financing. In extending his discussion of preferred 
stock issues and their protection, Professor Mead has taken notice of 
the present tendency to give to preferred stocks a more important place 
in the field of investment. He also devotes a little space to a discussion 
of stocks issued without par value. A short treatment of “blue sky” laws 
is introduced in this edition, offering at least a suggestion of the efforts 
that have been made to protect the public against fraudulent security is- 
sues. The chief criticism of this chapter lies in what is, in fact, the chief 
criticism of the entire book, as a text for college classes—its brevity and 
incompleteness. 

Frioyp E. Armstrone. 


Mecuem,F.R. Elements of the law of partnership. Second edition. (Chi- 
cago: Callaghan & Co. 1920. Pp. xxvi, 501.) 

Mortey, L. H. and Kient, A. C. under the direction of J. C. Dawa. 2400 
business books and guide to business literature. (New York: H. W. 
Wilson Co. 1920. Pp. x, 456. $5.) 

A revised edition of 1600 Business Books. This is more than a list 
for it analyzes the contents of books and periodicals and refers titles of 
chapters and subjects to their appropriate topical headings, numbering 
2,000. The volume may be commended as one of the most useful hand- 
books in its special field 


Naytor, E. H. Trade associations: their organization and management. 
(New York: Ronald. 1920. $5.) 


Perkins, E. A. Philippine business law. (New York: Appleton. 1920.: 


Pp. xx, 492.) 


Roz, E. T. Lessons in business; a complete compendium of how to do busi- 
ness by the latest and safest methods. (Toronto: John A. Hertel Co. 
1921.) 


Rosenxampr, A. H. Bookkeeping theory and practice. (New York: New 
York University Press. 1920. Pp. xi, 230.) 
The material is that used in a course in bookkeeping in the School of 
Commerce, Accounts, and Finance at New York University. It is a text 
to serve as preparation for those who will make further study of account- 
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ing and is a very complete treatment of elementary bookkeeping. It is 
divided into three parts: lecture notes; statements of transactions, con- 
sisting of laboratory exercises and instructions; and business forms and 
papers. The fundamentals are carefully explained and clearly defined. 
Most of the questions which naturally confront the beginner are made 
clear at the outset. Although possibly lacking in broadness, the book is 
thorough as to detail. It makes plain the relation between the bookkeep- 
ing entries and the actual transactions and routine which give rise to the 
entries. However, there is a lack of emphasis upon the relation that fi- 
nancial statements bear to bookkeeping. Especially is this true of the 
treatment of closing the books. The definitions and explanations of con- 
trolling accounts and subsidiary ledgers are simple and concise. 
M. J.S. 


RusseLt, T. Commercial advertising. (New York: Putnam. 1920. $2.60.) 


SutuvaNn, J. J. Pennsylvania business law. (Philadelphia: Business Law 
Pub. Co. 1920. Pp. 748.) 


TrecarTIN, Wuirte, and others. The way to great production. (Chicago: 
A. W. Shaw Co. 1920. Pp. 252. $3.) 


VarpaMAN, B. R., editor. Business efficiency. (Chicago: Lincoln Insti- 
stute. 1920. Pp. x, 390; xi, 387.) 


Waite, J. B. Patent law. (Princeton, N. J.: Princeton Univ. Press. 
1920. $5.) 


Accountants’ directory and who’s who. (New York: Forty-fifth St. Press. 
1920. $10.) 


Attention value of advertisements. (New York: Graduate School of Busi- 
ness Administration of New York University. 1920. Pp. 32. 50c.) 

Liberty bonds; a handbook. (New York: Higginson & Co., 43 Exchange 
Place. 1920. Pp. 20.) 

Merchants’ Association of New York yearbook, 1920. (New York: The As- 
sociation, 283 Broadway. 1920. Pp. 334.) 

A method of analysing the farm business. Farmers’ bull. 1139. (Washing- 
ton: Dept. Agri. 1920.) 


New York dispensaries; book and record keeping. (Reprinted from The 
Modern Hospital, July and August, 1920.) 


Operating expenses in retail shoe stores in 1919. Bulletin no. 20. (Cam- 
bridge: Bureau of Business Research, Harvard Univ. 1920. Pp. 20. $1.) 
An analysis of reports received from 197 stores for the year 1919, lo- 
cated in 37 states, Hawaii, and Canada. Of these, 130 had furnished re- 
ports previously and 104 furnished reports for both 1918 and 1919. From 
the reports of this latter group, several comparisons have been worked 
out to indicate changes that have taken place during the last year. 


Operating empenses in retail hardware stores in 1919. Bulletin no. 21. 
. ae Bureau of Business Research, Harvard Univ. 1920. Pp. 
17. $1.) , 

The second annual summary for retail hardware stores is here pre- 
sented. Reports are from 155 stores in 35 states for 1919. 
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Operating expenses in retail drug stores in 1919. (Cambridge: Bureau of 
Business Research, Harvard Univ. 1920. Pp. 15. $1.) 

A study of operating expenses and management problems in the retail 
drug trade was begun by the Harvard Bureau of Business Research in 
1919. To assist in this study, a standard system of accounts for retail 
drug stores was published in January, 1920. The reports received on 
the standard form for the year 1919 are summarized in this bulletin. 


Proceedings of the fifteenth annual convention of the National Association 
of Comptrollers and Accounting Officers. (New York. 1920. Pp. 74.) 


Salesmanship; the standard course of the United Y. M. C. A. schools. Book 
I, The salesman and his job. (New York: Association Press. 1920, 
Pp. xiv, 194.) 


Labor and Labor Organizations 
NEW BOOKS 


AupEN, P. and others. Labour and industry: a series of lectures. (New 
York: Longmans. 1920. Pp. viii, 284. $5.) 


Bearp, M. A short history of the American labor movement. (New York: 
Harcourt, Brace and Howe. 1920. Pp. 174.) 

It is the author’s intention to give a “brief and simple story of the 
labor movement in the United States from the day of independence to the 
present time’; one that shall occupy the field between the numerous 
special studies and the two-volume History of Labor in the United States, 
prepared by Professor Commons and his associates. In laying out this 
field for herself the author does not appear to recognize the .writings of 
Professor Carlton, as covering practically the same subject. 

To attempt even to mention all of the important topics that belong to 
this movement, within so narrow limits, seems rather daring; to under- 
take to discuss them, futile. Moreover, the strongest objection must lie 
against what the book does not contain. These omissions were of course 
necessary in observing a 170-page limit, yet the omissions are mainly 
of subject-matter and not of topics. 

It is doubtful if a book of this character will serve any good purpose. 
Because of its brevity it fails to give any comprehensive understanding 
of the labor movement “considered as a state of mind” (page 1) or of even 
“the outward and visible signs of this movement.” Such an outline dis- 
cussion only affords a reader the opportunity to read into the outline his 
own views, whatever they may be. 

If these objections are laid aside and the actual wo.k done be judged, 
the book speaks well for the author’s ability to condense, without leaving 
merely abstract and highly generalized statements. Generally speaking, 
this is illustrated throughout. If any work of this character can be worth 
while, this book will accomplish its purpose. George G. Groat. 


Beman, L. T., compiler. Selected articles on the compulsory arbitration 
and compulsory investigation of industrial disputes. Debaters’ handbook 
series. Fourth edition, enlarged. (New York: H. W. Wilson Co, 1920. 
Pp. Ixxi, 303. $1.25.) 
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Bioomr1eLp, D. Labor maintenance; a practical handbook of employees’ 
service work. (New York: Ronald Press Co. 1920. Pp. xvii, 530.) 


Bupisu, J. M. and Soute, G. The new unionism in the clothing industry. 
(New York: Harcourt, Brace & Howe. 1920. Pp. viii, 344.) 


Cantton, F. T. The history and problems of organized labor. Revised 
edition. (New York: Heath. 1920. Pp. xi, 559.) 


Frost, S. Labor and revolt. (New York: Dutton. 1920. Pp. xv, 405. 
$4.) 


GotpMarK, J. and Hopkins, M. D. Comparison of an eight-hour plant and 
a ten-hour plant. Studies in industrial physiology; fatigue in relation to 
working capacity, no. 1. Public health bulletin no. 106. (Washington: 
Supt. Docs. 1920. Pp. 213.) 


Gompers and Auten. Debate between Samuel Gompers and Henry J. Al- 
len. (New York: Dutton. 1920. Pp. 105. $1.50.) 


Goonricu, C. L, The frontier of control: a study of British workshop, 
policies. (New York: Harcourt, Brace, and Howe. 1920. Pp. xvi, 
277.) 


Green, F. E. A history of the English agricultural laborer, 1870-1920. 
(London: King. 1920. Pp. 856.) 

HernertneTon, H. J. W. International labour legislation. (London: 
Methuen. 1920. Pp. 192. 6s.) 

This is mainly a descriptive account, with critical comment, of the 
structure and status of the International Labour Conference and the pro- 
ceedings of its Washington session. The author was a member of the 
secretariat of that conference. There is an introductory chapter on the 
need for, difficulties in, and limitations of international labor legislation 
in general and a brief chapter of conclusions as to what should be the 
composition and procedure of the conference and the extent to which the 
delegates should be bound by instructions from their home countries. 
Eighty of the 192 pages are given over to appendices. 

Half of the text is devoted to the Washington meeting. Each of the 
matters dealt with there is taken up topically and the run of the discus- 
sions summarized. The differences in interest which appeared between 
countries, frequently reflecting differences in economic conditions or 
stages of development, and the cross-divisions between the representatives 
of the employers and those of the employees are thrown into relief and 
the whole supplemented by critical observations which are by no means 
always favorable. This part of the book is an interesting and valuable 
contribution. D. A. McC, 


Jounson, Youne, MacKenziz, and others. The management and the 
worker, (Chicago: A. W. Shaw Co. 1920. Pp. 228. $3.) 


Kaster, W. Das neue Arbeitsrecht. (Berlin: Springer. 1920. Pp. xvi, 
323.) 


Macvonatp, J. R. The policy of the Labour party. New library of social 
science. (New York: Seltzer. 1920. $2.) 


Marvin Sarnt-Liton, E. Syndicalisme owvrier et syndicalisme agricole. 
(Paris: Payot. 1920. Pp. 160.) 


| 
e 
us 
is 
of i 
to 
lie 
se 
ly 
Se. 
ing 
yen 
lis- 
4 
his 
zed, 
ring 
orth 
tion 
920. 
| 


124 Reviews and New Books [March 


Pricz, Simpson, Wotr, and others. Working conditions, wages and profits. 
(Chicago: A, W. Shaw Co. 1920. Pp. 254. $3.) 


Ryan, J. A. and Husstzin, J. The church and labor. (New York: Mac- 
millan. 1920. Pp. 319. $3.75.) 

This volume is published under the auspices of the Department of So- 
cial Action of the National Catholic Welfare Council. The object of the 
editors is to present from authoritative sources the teachings of the Ro- 
| man Catholic Church on the subject of labor relations. The book is 
ai primarily a collection of documents, with comment and explanation by the 
MH editors. There is a brief but valuable introduction by Dr. Ryan, followed 
i by a chapter by Dr. Husslein expounding the views of Frederic Ozanam 

and the teachings of Bishop Ketteler, with liberal extracts from their 
i | works. This chapter is homiletic in tone and strongly condemnatory of 
Hh) both laissez-faire and socialism. Two papers by Dr. Ryan and one by 
Dr. Husslein, all previously printed, complete the book. 

The documentary material is built around the Encyclical of Pope Leo 
XIII, On the Condition of the Working Classes. It embraces pronounce- 
ments from the last three popes, four cardinals, and the hierarchies of 
four countries. Dr. Ryan states that the collection includes every docu- 
ment of practical importance issued by any pope or bishop on these sub- 
jects since the Industrial Revolution. The American documents are Cardi- 
nal Gibbons’ memorial on the Knights of Labor, the reconstruction pro- 
gram of the four bishops constituting the administrative committee of the 
National Catholic Welfare Council, and the passages on industrial rela- 
tions of the pastoral issued by the American archbishops and bishops in 
September, 1919. The main points emphasized by the editors in the con- 
tent of these documents are the necessity of observing religious precepts in 
industrial relations, the limitations of private property, the living wage, 
the right of workingmen to organize and the necessity of state regulation 
of labor conditions when voluntary measures are inadequate. 

Davin A. McCasz. 


Ryan, W. P. The Irish labor movement; from the twenties to our own day. 
(New York: Huebsch. 1920. Pp. 295. $2.) 


Snowpen, P. Labour and national finance. (London: Parsons. 1920. 
4s. 6d.) 


Wages and prices. An inquiry into the wages system and the 
relation of wages and prices. (London: The Faith Press. 1920. Pp. 
124.) 


Stoxer, H. The industrial courts act, 1919, and conciliation and arbitra- 
tion in industrial disputes. (London: Stevens and Sons. 1920. Pp. 56.) 


Tuomas, J. H. When labour rules. (London: Collins. 1920. 10s.) 


Wuittey, J. H. Works committees and industrial councils: their begin- 
nings and possibilities. (Manchester, Eng.: University Press. 1920. 
Pp. 25.) 


Amalgamated clothing workers of America. Report of the general executive 
board to the fourth biennial convention, Boston, Mass., May 10-15, 1920. 
(New York: 31 Union Square. 1920. Pp. 283, lxiv.) 
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Changes in wages during and since the war. September, 1914-March, 1920. 
(Boston: National Industrial Conference Board. 1920. Pp. 53.) 


Industrial unrest and labour policy. Report of the Industrial Committee. 
(London: National Party. 1920. 9d.) 


Open shop versus closed shop. (Austin, Texas: Univ. of Texas. 1920. 
Pp. 60.) 


Profitism, slackism, and you. A constructive study of the labor problem. 
(Seattle: Chamber of Commerce. 1920. Pp. 36.) 


Money, Prices, Credit, and Banking 
NEW BOOKS 


AtexaNpER, J. S. Banking and its relationship to domestic business and 
export trade. (New York: National Bank of Commerce. 1920. Pp. 14.) 


Bean, R. H. Elements of trade acceptance practice. (New York: Am. 
Acceptance Council, 111 Broadway. 1920. Pp. 16. 5c.) 


von BeckeratH, H, Die Markvaluta. (Jena: Fischer. 1920. Pp. 87. 
2.80 M.) ° 


Cannan, E. The paper pound of 1797-1821. A reprint of the Bullion Re- 
port with an introduction. (London: King. 1919. Pp. xlix, 71.) 

The editor’s scholarly introduction to the reprint of the Bullion Report 
gives an account of the events leading to the suspension of specie pay- 
ments, of the inconvertible paper money régime, and of resumption, to- 
gether with an explanation of why the “great evil” did not grow much 


greater than it did. Statistical tables elucidate both the introduction and 
the report itself. C.A. P. 


CasseL, G. Weltwirtschaft und Geldverkehr unter besonderer Beriicksichti- 


gung des Valutaproblems. Das neue Reich, Heft 7. (Gotha: F. A. 
Perthes. 1920. Pp. 25. 1 M.) 


CounceLLe-SeneuiL, J. G. Les opérations de banque: traité théorique et 
pratique. Second edition, brought down to date, by A. Ligessz. (Paris: 
Alcan. 1920. Pp. xviii, 742. 25 fr.) 


DurayveL, H. Banque: 4 Vusage du personnel des établissements financiers 
et des banques particuliéres. (Paris: Dunod. 1920. Pp. lxix, 162, 
xiii.) 


Fisuer, I, Stabilizing the dollar. (New York: Macmillan. 1920. Pp. 
xlix, 305. $3.50.) 


Stabilizing the Dollar, differs from the author’s previous publications 
on the same subject in being designed to make a distinctly popular ap- 
peal, The main body of the work is devoted to a consideration of (1) the 
facts relative to price changes, (2) the underlying causes, (3) the evils 
resulting, and (4) the remedy. It is written in a delightfully clear and 
convincing fashion and should go far towards effecting the introduction 
of a stable monetary unit. Opposition to stabilization breaks down under. 


the great force, rigorous logic, and trenchant criticism embodied in Pro- 
fessor Fisher’s presentation. 
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Not only are the evils to be corrected and the advantages to be gained 
set forth with clearness and convincing power, but the author’s own 
briefly outlined in the main body of the text, is elaborated and defended 
in supporting appendixes that follow. 

One query in the mind of the reviewer the author leaves unanswered. 
Inasmuch as Professor Fisher's plan (which is here assumed to be fa- 
miliar to readers of the Review) proposes to regulate the number of 
monetary units through a regulation of the weight of each, might not 
stabilization be attained more simply and directly and with less possible 
interference with international trade and international obligations. oe 
a regulation of the reserves of federal reserve banks and consequent regu 
lation of loans and deposits of member banks? Such a regulation of sed 
deposits, which now constitute the bulk of our purchasing power, might 
be accomplished through a substitution of gold certificates held by fed- 
eral reserve banks for federal reserve notes during periods of 
prices and of federal reserve notes for gold pats ae during periods of 
falling prices. The present heavy gold holdings of the federal reserve 
banks coupled with the even greater amount of federal reserve notes now 
outstanding would seem to favor the successful operation of such a plan 
for decades to come. C.A.P. 


Foae, L. A. Bankers’ securities against advances. (London: Pitman. 
1920. Pp. 128. 6d.) 


Greenwoop, W. J. How to make money in foreign exchange and foreign 
bonds. (New York: Financial Books Co. 1920. Pp. vii, 129. $2.) 
The magic formula of this pamphlet is to buy foreign exchange or 
foreign bonds at present and to wait until exchange returns to normal. 
Nothing is more simple except possibly purchasing low grade stocks be- 
low par and waiting until they reach par. 


Hare, L. Currency and prices. (London: King. 1920. Pp. 74. 2s. 6d.) 


Hawrrey, R. G. Currency and credit. (London: Longmans. 1919. Pp. 
vii, 393. $5.) 

A careful analytical study of such closely related topics as paper money 
and the quantity theory, the foreign exchanges, systems of note issue, 
the theory of banking, financial crises, war finance. The author treats 
credit as the primary means of payment and money as subsidiary in an 
effort to set forth the nature and causes of the business cycle, and finds 
the instability of credit traceable not so much to the banker as to the 
trader and promoter. The distinctly international flavor of the work 
accentuates its timely character. C.A. P. 


Houpswortn, J. T. Money and banking. New edition, revised. (New 
York: Appleton. 1920. Pp. xiv, 515. $3.) 


Katz, V. G. Currency reform in India. (Poona: Author, Ferguson Col- 
lege. 1919. Pp. 107.) 


Kine, W. I. Building material prices in 1921. (New York: F. W. Dodge 
Co., 119 West 40th St. 1920. Pp. 12.) 


Sterrerr, and Wiis. The modern trust company: its func- 
tions and organization. An outline of fiduciary banking. Fifth edition, 
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enlarged and revised. (New York: Macmillan. 1920. Pp. xviii, 549. 
$6.75.) 


Lanaston, L. H. Practical bank operation. (New York: Ronald. 1920. 
Two vols. $10.) 


MasterMaN, J. H. B. Clerical incomes. An inquiry into the cost of liv- 
ing among the parochial clergy. (London: G. Bell and Sons. 1920. 
Pp. 307. 6s.) 

Meyer, E., Jn. Financing foreign trade. Address by invitation of a com- 
mittee of bankers and delegates of the American Bankers Association Con- 
vention. (New York: Author, 820 Fifth Ave. 1920. Pp. 17.) 


Morenouse, W. R. Bankers guide book. (Los Angeles: Bankers Service 
Co. 1920.) 


MorcaNn and Parker. Banking laws of New York. Chapter 2 of consoli- 
dated laws, chapter 896, laws of 1914, with notes, annotations and refer- 
ences. Fifth edition. (New York: Banks Law Pub. Co. 1920. Pp. 
567. $5.) 


Nevstatter, H. Schwedische wihrend des Weltkrieges. (Munich: Drei 
Masken-Verlag. 1920. Pp. 111.) 


Roserts, G. E. Banking fancies and the facts. An answer to Frederic 
Howe’s outery that Wall Street controls the banking system and that the 
money octopus has the country in its clutches. (New York: National City 
Bank. 1920. Pp. 7.) 


Suetpon, H. P. The practice and law of banking. (London: Macdonald 
& Evans, 1920. 12s. 6d.) 


Suucrur, M. J. Problems in foreign exchange. (New York: Appleton. 
1920. Pp. 178. $2.20.) 


SnetL, G. B. Currency exchange tables. (Montreal: Bank of Montreal. 
1920.) 


Sterner, W. H. Some aspects of banking theory. (New York: W. D. 
Gray, 106 Seventh Ave. 1920. Pp. 158. $1.75.) 


Susercaseaux. Le papier-monnaie. (Paris: Giard & Briére. 1920. Pp. 
446.) 


Weston, W. J. Dictionary of economic and banking terms. (London: 
Pitman. 1920. Pp. 166. 5s.) 


A bank catechism. (New York: Guaranty Trust Co. 1920. Pp. 45.) 


Bankers acceptances; principles and practice. (New York: American Ac- 
ceptance Council, 111 Broadway. 1920. 10c.) 


Changes in the cost of living, July, 1914-July, 1920. Research report no. 
30. (Boston: National Industrial Conference Board. 1920. Pp. 28.) 


Joint committee on cost of living: interim report on money and prices. (Lon- 
don: Coéperative Prtg. Soc., Ltd., Tudor St. 1920.) 


Maryland Bankers’ Association: proceedings of the twenty-fifth annual con- 
vention. May, 1920. (Baltimore. 1920. Pp. 128.) 
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Questions and answers on the federal reserve system. (Richmond: Federal 
Reserve Bank of Richmond. 1920. Pp. vi, 101.) 


Standards of living. A compilation of budgetary studies. Revised edition, 
(Washington: Bureau of Applied Economics. 1920. Pp. iii, 156.) 


A survey of trade acceptance progress. (New York: Irving Nat. Bank, 
1920. Pp. 18. 1920.) 


Three and a half billion dollar floating debt of Europe to private creditors 
in America; the basic cause of bank expansion and “tight money” in the 
United States. London’s position. (New York: Chase Nat. Bank. 
1920. Pp. 82.) 


Thrift and savings. Reports and addresses, 1920. (New York: Am. Bank- 
ers Assoc. 1920. Pp. 12.) 


Public Finance, Taxation, and Tariff 
NEW BOOKS 


Apams, T. S. Needed tax reform in the United States. (New York: Eve- 
ning Post. 1920. Pp. 36. 25c.) 


Asuizy, P. Modern tariff history: Germany, United States, France. Third 
edition. (New York: Dutton. 1920. Pp. x, 365. $5.) 
This edition adds a chapter on the United States tariff of 1918 and 
statistics for the years 1909-1913. 


Boupon, R. Les finances publiques de VAllemagne. (Paris: Dupont. 
1919. Pp. 142.) 


Butuock, C. J. Selected readings in public finance. Second edition. 
(Boston: Ginn. 1920. Pp. x, 920. $4.) 

This second edition has about 250 pages more material than the first. 
Among articles now included are: Our increasing public expenditures, by 
T. E. Lyons; Methods of controlling the movement of public 
report of the National Tax Association; The Swiss federal railways, by 
A. N. Holcombe; The commercial revenues of Frankfort, by Anna Young- 
man; Revenue from fees in Frankfort, by Anna Youngman; The general 
property tax in the United States, by C. J. Bullock; The taxation of prop- 
erty and income in Massachusetts, by C, J. Bullock; The Wisconsin in- 
come tax, by Thomas S. Adams; The federal income tax of 1918, by C. J. 
Bullock; The taxation of public service corporations, report of the Con- 
necticut Tax Commission of 1913; The taxation of public service corpora- 
tions, report of a committee of the National Tax Association; State and 
local taxation of banks, by F. R. Fairchild; State inheritance taxes in the 
United States, the special report of the Board of Tax Commissioners of 
Rhode Island; A national inheritance tax, by E. R. A. Seligman. 


Cuavenzau, J. Comment payer les impéts nouveaux, (Paris: Hachette. 
1920.) 


Crasaven, W. Income and profits taxes; a series of lectures, with ques- 
tions. (New York: Association Press. 1920. Pp. 384.) 


Crark, A. B. An outline of provincial and municipal taxation in British 
Columbia, Alberta, and Saskatchewan. (Winnipeg: University of Mani- 
toba. 1920. Pp. 97.) 
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DarserG, R. Die Kapitalertragsteuer vom 29. Marz 1920. (Berlin: Hey- 
manns. 1920. Pp. 68.) 


Fortpes, B. Finanswissenschaft. (Jena: Fischer. 1920. Pp. xiv, 686. 
33 M.) 


Harnet, H. G. Eine Kapital-Rentensteuer im Rahmen der Neuordnung 
der Reichsfinanzen. (Jena: Fischer. 1920. Pp. 76. 5 M.) 


Kaun, O. H. Some suggestions on tax revision. Address delivered before 
the Massachusetts Chamber of Commerce, Boston, October, 1920. (New 
York: Author, 52 William St. 1920. Pp. 75.) 


Karz, V. G. India’s war finance and post-war problems. (Poona: Author, 
Fergusson College. 1919. Pp. 153.) 


LacHaPELLE, G. Les finances britanniques. (Paris: Sirey. 1920. 16 frs.) 

Letann, S. E. Tazation in Kentucky. Studies in economics and sociology, 
no. 1. (Lexington: University of Kentucky. 1920. Pp. 170. $1.) 

Lorv, H. W. The budget system. (Providence, R. I.: Legislative Refer- 
ence Bureau. 1920. Typewritten.) 


PoweLLt, H. M. Supplement to “Tazation of corporations and personal in- 
come in New York” containing a commentary on all important matters 
affecting the taxation of persons and of corporations since July 1, 1919. 
(New York: Clark Boardman. 1920. Pp. 401-681. $2.50.) 


Ricci, U. Protezionisti e liberisti italiani. (Bari: Laterza e Figli. 1920. 
Pp. 208. 6.50 1.) 


Scuwarz, O. Deutsche Finanslage und Weltwirtschaft. (Berlin: Mittler 
& Sohn. 1920. Pp. 27.) 


Wess, S. Grants in aid. A criticism and a proposal. Studies in economics 
and political science no. 24 in the series of monographs by writers con- 
nected with the London School of Economics and Political Science. New 
edition. (London: Longmans. 1920. Pp. 145.) 

International revenue laws in force May 1, 1920, with appendiz containing 
laws of general nature and miscellaneous provisions applicable to admin- 
istration of internal-revenue laws. Compilation of 1920. Treasury Dept. 
doc. 2843. (Washington: Supt. Docs. 1920. Pp. 1035.) 

Federal estate tax. Law and regulations. Containing complete tert of 
estate tax law, title IV of revenue act of 1918; regulations 37 revised; 
forms used; and other supplementary information. (New York: Equit- 
able Trust Company. 1920. Pp. 213.) 


List of references on municipal finance and tazation. (Washington: Li- 
brary of Congress, Division of Bibliography. 1920. Pp. 25.) 

New York state franchise tax on business corporations. (New York: Guar- 
anty Trust Co. 1920.) 

Papers prepared for the internaticnal financial conference. (London: Har- 
risons, 47 St. Martin’s Lane. 1920.) 


Report of the special joint committee on taxation and retrenchment. Re- 
trenchment section. (Albany. 1920. Pp. 155.) 


Deals particularly with retrenchment in expenditures by cities and 
counties, 
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Population and Migration 


NEW BOOKS 
Commons, J. R. Races and immigrants in America. Revised edition. 
(New York: Macmillan. 1920. $2.50.) 


Dracuster, J. Democracy and assimilation: the blending of immigrant 
— in America. (New York: Macmillan. 1920. Pp. xii, 275. 
3.) 
Monpain1, M. G. La colonisation anglaise. (Paris: Editions Bossard, 43 
rue Madame. 1920. Pp. 960.) 


Woorter, T. J., Jn. Negre migration: changes in rural organization and 
population of the cotton belt. (New York: W. D. Gray, 106 Seventh 
Ave. 1920. Pp. 195. $2.25.) 


Problems of population and parenthood. Being the second report of and 
the chief evidence taken by the National Birth-rate Commission, 1918- 
1920. (New York: Dutton. 1920. Pp. clxvi, 423.) 


Social Problems and Reforms 


Immigration and Americanization. Selected Readings. Compiled and 
edited by Pump Davis. (Boston: Ginn and Company. 1920. 

Pp. xii, 770. $4.00.) 

As the editor of this bulky volume of “selected readings” notes, much 
of our ante-bellum literature on immigration is out of tune with the 
new order. For years before the war, students of the immigration ques- 
tion, especially those who were in personal, helpful contact with the im- 
migrant, and who knew sympathetically and intimately, through set- 
tlement and charity work or otherwise, the difficulties and injustices to 
which the immigrant was subject because of his lack of knowledge of 
American ways and institutions, urged upon a heedless public the need 
of “assimilation.” With the war came the militant awakening of the 
national consciousness, unfortunately assuming, under what we now 
recognize and confess to have been a species of crowd psychology and 
fear hysteria, a disposition not only nationalistic but occasionally jingo- 
istic in the extreme. With this nationalistic jingoism, perfectly natural 
and to be expected under the circumstances, and exhibiting itself pri- 
marily in hatred of German-speaking communities and fear of the for- 
eign-language press, came the popular, and therefore uncritical, de- 
mand for “Americanization,” which was regarded as something new in 
the way of recommended social processes. Curiously—or perhaps not 
so curiously, to the objective observer of employer-class psychology— 
the cry for “Americanization” was taken up most loudly by precisely 
those interests and organs which in former years had been most con- 
spicuously and cynically indifferent to any other aspect of immigration 
than the economic, and heedful of that only in so far as immigration 
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afforded ample supply of cheap and tractable labor. Such far-away 

and profitless ideals or processes as assimilation or Americanization had 

little appeal to those who, personally or in their corporate capacity, 

for the time being at least, could afford to be indifferent to the charge 

of organized labor that manufacturing and mining interests were break- 

ing down, or at least keeping down, the American workman’s wages and 

standard of living by the importation, sometimes in violation or evasion 

of the contract labor laws, first of French Canadians, and then of suc- 

cessive races from South and East Europe and West Asia, with suc- 
cessively lower standards of living, denser ignorance, and consecutively 
less assimilability to American conventions and ideals, or to the plead- 
ings of scholars and publicists who saw in these waves of successively 
lower and more alien standards the promise of intensified class con- 
flicts or the definite development of an industrial caste system little in 
accord with the ideals of liberty and opportunity upon which the Fath- 
ers are currently said to have founded the nation. 

When the psycho-economic history of the years 1917 to 1921 shall be 
written by one sufficiently detached in time and sentiment, this sudden 
solicitude on the part of the ruling interests for the integrity of “Ameri- 
can” ideals and viewpoints will doubtless be properly and fairly related 
to the fear of “radicalism” and the popular belief that “radicalism” 
and “foreign-language” are synonymous terms. Be that as it may, all 
classes now seem to be in accord, nominally at least, on the need of as- 
similation, or, as it is now more appealingly called, Americanization. 
Scores of Americanization societies, leagues, and committees have been 
formed, government and private agencies have drawn up dozens of pro- 
grams and “aids,” and literally thousands of tracts and pamphlets have 
burdened the press. Some of these projects have been conceived in a 
broad and liberal spirit, with a fairly single eye to the welfare of the 
immigrant and of America; most of them, perhaps, are less edifying. 
As the months have gone by, with their successive revelations of profi- 
teering on the part of some erstwhile “100 per cent” Americans, steel 
strike reports, and other light in dark places, the more intelligent and 
circumspect public has begun to distinguish between Americanization 
“true and false,” and to be a little cautious as to the sources of its 
inspiration and critical of the motives of those who would identify 
“American” with blind industrial reactionism. The plain truth is, of 
course, that the cause of disinterested and really patriotic Americaniza- 
tion or assimilation has been greatly injured by the attitude of the ma- 
jority of employers and not greatly aided by the uncritical, headlong 
enthusiasm of some of its superficial friends. 

All the more need, therefore, for deliberate study and consideration 
of the meaning and processes of Americanization, of the immigration 
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which has brought the problem upon us, and of the characteristics 
(actual, not imputed by nationalistic, entrepreneural fancy) of those 
who are to be Americanized. 

The book before us should be a valuable and welcome aid, both to the 
theoretical student, and to those engaged in the difficult tasks of 
Americanization itself. The first 425 pages are given over to selections 
on immigration proper—history, causes, characteristics, effects, and 
legislation. ‘This leaves 320 pages for Americanization—policies and 
programs, distribution, education, naturalization. This part concludes 
with an enlightening, not to say entertaining, chapter setting forth 
in their own words the ideas of certain prominent public men and of a 
scholar or two, as to what “American” and “Americanization” mean, 
or at any rate ought to mean. 

It would be beside the point to criticize the editor’s selections in de- 
tail. One excellent point is that they are chosen with view to an un- 
derstanding of the immigrant as a person, The editor would perhaps 
have done better to omit much of the historical and statistical matter 
in part I and to have either expanded the pages on Americanization or, 
perhaps still better, reduced the size of his book. 

Viewed from both theoretical and practical points of view, chapter 
XI, on Americanism contains the kernel of the whole question, offering, 
as it does, opportunity for comparison of ideals perhaps similar in sub- 
stance but certainly widely different in emphasis, and suggestive of 
widely varying degrees of the nationalistic “complex.” The editor has 
here done good service in bringing together in close proximity the mili- 
tant, “preparedness” version of Americanism held by Theodore Roose- 
velt, the idealism of President Wilson, and the trenchant analysis of a 
scholar like Frances A. Kellor. To the reviewer’s notion, the reprinting 
of the latter’s ““What is Americanization” alone justifies the addition 
of yet another volume of “readings” or “selections,” a type of construc- 
tive composition now become surprisingly common in spite of the high 
cost of printing. Both the publishers and the editor are to be con- 
gratulated, the publishers in their choice of editor, for Mr. Davis knows 
from personal experience what it is to be an immigrant and to be 
“Americanized,” and the editor because his book shows exhaustive read- 
ing, keen appreciation of the purpose it should fulfill, and intelligent 
selection of material to that end. One wishes, however, that he had 
set out the Americanization ideals of the vested interests somewhat 
more sharply, and that he had devoted a very necessary chapter to the 
Americanization of the American. 

A. B. Wotre. 


University of Texas. 
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The New Industrial Unrest: Reasons and Remedies. By Ray Stanparp 
Baxer. (New York: Doubleday Page and Company. 1920. Pp. 
231. $2.00.) 

One may well question whether there is a new industrial unrest, ex- 
cept in the sense that the present is new as compared with the past. 
There is nothing essentially new in the fact of unrest in the United 
States—this book deals almost exclusively with conditions in this coun- 
try—and this unrest manifests itself in ways that have been familiar 
for generations. Even the magnitude of the wave of unrest that has 
swept over the country is not comparatively greater than in the seven- 
ties or nineties of the last century. 
One who is familiar with Mr. Baker’s writings need not be told that 
this book presents a clear picture of the conditions it describes and an 
adequate analysis of the underlying causes. The book is built around 
the steel strike and particularly the city of Gary as epitomizing the 
1919 industrial situation so far as reasons for unrest are concerned. 
Judge Gary typifies the ultra conservative or reactionary spirit among 
employers which came to the front at the close of the war and probably 
as a result of the war. On the other side are the heterogeneous mass 
of workers of many races and tongues in the steel mills who had been 
inspired by the idealism that swept over this country during the war 
and who had believed that a new era of democracy and goodwill was 
really dawning on the world. These simple folks are now undergoing 
the pains of disillusionment. “They had seen a vision, dreamed a 
dream: they had awakened. It was snatched away.” Men were being 
discharged and rumors of wage reductions were current, and the dreary 
mills, the long hours, and the crowding and congestion in lodgings and 
homes seemed more unbearable than ever. Moreover the saloon had been 
taken away from them and that “great deadener of human trouble—and 
human ambition—alcohol” had been removed. Here was a fertile field 
for radical ideas and fit material for radical leadership. 

The struggle between these two opposing forces and tendencies was 

inevitable. It characterised the year following the armistice. It was 

carried on under conditions which favored the conservative or reaction- 
ary side. The “great third party,” the American public, was also un- 
dergoing a process of disillusionment. 

The remedies proposed by the author are not particularly new or 

startling. The new codperative methods of management through shop 

committees and industrial councils, will, he thinks, gradually replace 
the old militaristie methods in which industrial peace was only an armed 
truce between organizations of employers and labor unions, and the 
new profession of the labor manager will supplant that autocracy of 
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management which at its worst indulged in brute force and intimidation 
and at its best in a benevolent paternalism. But he points out the 
danger that the new devices may fail if they are used with the intent 
of forestalling the organization of labor. 

These methods are not to be regarded as a panacea. To an impa- 
tient demand for a solution of the labor problem the author replies, 
“It consists in the attitude, the spirit, which one maintains toward the 
labor problem—an adventurous, inquiring, experimental attitude, ever 
hospitable toward new facts: and a generous and democratic spirit.” 

This book, like so many others that have appeared in this field dur- 
ing the past two or three years, adds little to our knowledge of facts 
or theories, but it has the merit of being both accurate and fair as to 
its matter and clear and convincing in form. 


W. Doren. 
Massachusetts Institute of Technology. 


NEW 300KS 


Arnearn, W.S. The Malden survey; a report on the church plants of a 
typical city; showing the use of the interchurch world movement score 
card and standards for rating city church plants. (New York: Inter- 
church World Movement. 1920.) 


Bena, E. J. Standard practice in personnel work. (New York: H. W. 
Wilson. 1921. Pp. 286. $3.) 


Beck, J.M. The passing of the new freedom. (New York: Doran. 1920. 
Pp. xi, 169.) 


Brnpver, R. M. Health and social progress. (New York: Prentice-Hall. 
1920. Pp. 800. $3.) 


Bonpam, R. Le mal social et ses remédes. (The Hague: Author, 175 
Van Tlingelandstraat. 1920. Pp. xiii, 381.) 

The author has French conditions in mind and writes largely from the 
French standpoint. However, he presents facts and statistics for other 
countries as well. For example, he states that 2 per cent of the popula- 
tion of the United States own 60 per cent of the wealth and that 65 per 
cent own only 5 per cent. Although he does not give the authority for 
this statement he generally gives credit to the various authors whom he 
quotes. He presents the causes of poverty in a manner usual to writers 
on this subject and places considerable emphasis on ignorance, the sub- 
jection of the masses, and the tendency toward over-population among 
them. He gives considerable weight to the value of environment as 8 
force capable of suppressing or developing the individual. He would im- 
prove conditions by promoting an educational program and by bringing 
about the physical and moral improvement of the people. 

The remedy is an evolutionary process. Less stress should be placed 
on production than on the conservation of the human elements. Through 
the development of better opportunities for all, education and other meth- 
ods of promoting “‘capillary attraction” that proportion of the population 
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which constitutes an asset to society is constantly increasing at the ex- 
pense of those who paralyze or resist effort. There is need of bringing 
about a measurable redistribution of wealth. Something can be done by 
placing certain limitations on the right of inheritance. The public debt 
also presents a serious problem and the author therefore discusses the 
possibility of shifting part of the burden from the shoulders of the poor 
and of abandoning the payment of part of the debt itself. Misery is a 
pressing problem and we must not delude ourselves with the notion that 
civilization cannot perish. The facts of history are too clear to justify 
such optimism. Gerores B. Manco. 


Cuapin, F. S. Field work and social research. (New York: Century Co. 
1920. Pp. 224. $1.75.) 


ComerrorD, F. The new world. (New York: Appleton. 1920. Pp. 364.) 

Europe, stricken, impoverished, disappointed, is restless and receptive 

to radical ideas. The trend toward bolshevism can be combatted only 

by truth and social justice. Intervention in Russia has failed. Force 

only increases unrest. Governments, workingmen, and employers should 

codperate in building the new world. Property rights must be made 
safe and human rights must be made secure. G. L. A. 


Deatey, J. Q. Sociology: its development and applications. (New York: 
Appleton, 1920. Pp. xv, 547.) 


Feip, R.C. Humanizing industry. (New York: Dutton. 1920. Pp. 390.) 


Fospick, R. B. Crime in America and the police. (New York: Century 
Co. 1920. Pp. 57.) 


Futter, E. The Meaican housing problem in Los Angeles. (Los Angeles: 
Univ. Southern California. 1920. Pp. 11. 15c.) 


Giz, C. Les institutions de progrés social. Fifth edition, enlarged and 
revised. (Paris: Tenin. 1920. Pp. vii, 612.) 


Harrison, S. M. The Springfield survey; a study of social conditions im 
an American city. (New York: Russell Sage Foundation. 1920. Pp. 
439. $2.50.) 


Hartiey, C. G. Sex education and national health. (London: Fabian 
Soc. 1920. 6s.) 


Hericourt, J. The social diseases: tuberculosis, syphilis, alcoholism, ster- 
ility. Translated and with final chapter by Bernarp Miatt. (New 
York: Dutton, 1920. Pp. 10, 246. $2.50.) 


Hicks, F. C. The new world order, international organization, interna- 
tional law, international codperation. (Garden City, N. Y.: Doubleday, 
Page. 1920. Pp. 496.) 


Hosson, J. A. The morals of economic internationalism. (Boston: Hough- 
ton Mifflin, 1920. Pp. 69. $1.) 


Ince, W. R. The idea of progress. (Oxford: Clarendon Press. 1920. 
Pp. 34. 2s.) 


Jevpwing, J. W. Observations on English criminal law and procedure. 
(London: King. 1920. Pp. 99. 2s. 6d.) 
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Ke.iy, J. W. Training industrial workers. (New York: Ronald. 19909, 
Pp. xxi, 437.) 


Lapace, C. P. Feeblemindedness in children of school age; with an ap- 
pendiz on treatment and training, by Mary Dendy. Second edition, 
(New York: Longmans. 1920. Pp. 309. $4.) 


McDoveatt, W. The group mind, a sketch of the principles of collective 
psychology with some attempt to apply them to the interpretation of na- 
tional life and character. (Cambridge, Eng.: University Press, 1920. 
Pp. xvi, 304. 21s.) 


Maneotp, G. B. Social reform in Missouri, 1820-1920. (Columbia: State 
Hist. Soc. 1920. Pp. 213.) 


Mason, A. L. Guiding principles for American voters. An introduction to 
the study of elementary Americanism, (Indianapolis: Bobbs-Merrill Co. 
1920. Pp. 287.) 

There are chapters on The burden of taxes, The menace of socialism, 
Government ownership and operation, Organization of business and labor, 
and Money, deposits, prices, and prosperity. ; 


Myers, C. S. Mind and work. (London: Fabian Soc. 1920. 6s.) 


Patrick, G. T. W. The psychology of social reconstruction, (Boston: 
Houghton Mifflin. 1920. Pp. ix, 273. $2.) 

“Perhaps one of the most distressing signs of the times is the increase 
of inefficiency—at the very moment when we have laid so much stress 
upon efficiency. . . . With our increase of wealth on the one hand and on 
the other the decrease of vitality or vital efficiency, our glittering civi- 
lization may be near the fate of other civilizations of the past.” There 
is something vexingly paradoxical about the phrases “industrial progress” 
and “natural culture,’ as we have understood them. Economics and 
psychology in their recent partnership are recognizing the fallacy of 
many of our existing theories—that of capital, that the route to efficiency 
is by the adjustment of the man to the machine; that of labor, that Utopia 
lies in shorter hours and increased pay, or in equal distribution of wealth. 
Under the guidance of Veblen, Parker, Mitchell, and Tead, economics is 
coming to regard man not only as a motor mechanism, not only as an 
intellectual mind, but also as a human being motivated by a powerful 
group of instincts. We can have true efficiency, true civilization, only 
when the whole man is active, when we find useful and wholesome outlets 
for these instinctive forces. 

With the clearness, sanity, and capacity to interest which characterize 
also his previous volume, The Psychology of Relaxation, Professor Pat- 
rick discusses the psychological factors in social reconstruction, the 
psychology of work, our centrifugal society, social discipline, and the 
next step in applied science. His book presents such an admirable in- 
terpretation of the psychology of Freud, Adler, and Trotter, as applied 
to war, labor, government, and morals, that it cannot fail to be an integral 
part of the working philosophy of all its readers. 

Cuaries Leonarp Stone. 


Ponte, L. Die Wohnungsfrage. (Leipzig: Géschen. 1920. Pp. 140.) 
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20. Prince, S. H. Catastrophe and social change. Based upon a sociological 
study of the Halifax disaster. Columbia University Studies in history, 
economics and public law, XCIV, 1. (New York: Longmans, 1920. 
Pp. 151.) 
Reprern, P. The consumer’s place in society. (Manchester: Codperative 
~ Union. 1920. Pp. 107. 2s. 6d.) 
na- RovrzaHn, M.S. Traveling publicity campaigns: educational tours of rail- 
20. road trains and motor vehicles. (New York: Russell Sage Foundation. 
1920. Pp. xi, 151. $1.50.) 
ate Ryan, J. A. and Husstem, J. C. The Church and labor. Prepared and 
edited for the department of social action of the National Catholic Wel- 
to fare Council. (New York: Macmillan. 1920. Pp. 305. $3.75.) 
Yo. Suerrietp, A. E. The social case history; its construction and content. 
(New York: Russell Sage Foundation. 1920. Pp. 227. $1.) 
ita Smytu, W. H. Technocracy: national industrial management. (Berkeley, 
* Calif.: Sather Gate Bookshop. 1920. Pp. 40.) 
Tuomas, E. Industry, emotion and unrest. (New York: Harcourt, Brace, 
and Howe. 1920. Pp. 255. $1.75.) 
oa Tuompson, F. V. The schooling of the immigrant. (New York: Harper. 
1920. $2.) 
258 American foundations. (New York: Russell Sage Foundation Library. 
on 1920. Pp. 11.) 
vi- A revised edition of the bibliography prepared in 1915 of organizations 
re for social welfare. 
3” The child-welfare special. A suggested method of reaching rural communi-. 
' ties. (Washington: Children’s Bureau. 1920. Pp. 19.) 
u Children’s year. A brief summary of work done and suggestions for follow- 


up work. (Washington: Children’s Bureau. 1920. Pp. 20.) 


Complete report of the national convention of the Society of Industrial En- 
gineers, held in Pittsburgh, Nov., 1920. (Chicago: G. C. Dent, 327 S. 
La Salle St. 1920. $2.50.) 


Industrial opportunities and training for women and girls. Bulletin of the 
Women’s Bureau, no. 12. (Washington: Supt. Docs. 1920. Pp. 48.) 


Investigation of the housing and rental situation in Minnesota, (St. Paul: 
State Dept. Agri. 1920. Pp. 19.) 


Proceedings of the 1920 meeting of the national conference of catholic 
charities. (Washington: Secretary, 324 Indiana Ave. N. W. 1920. $3.) 


Report of committee on methods of codperation. (New York: Federal 
Council of Churches, 105 East 22d St. 1920.) 


A study of rural conditions in Ohio. (Columbus: Supt. of Public Instruc- 
tion. 1920. Pp. 175.) 


A summary of juvenile-court legislation in the United States. (Washing- 
ton: Children’s Bureau. 1920. Pp. 110.) 
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Twelfth annual report, 1919-1920. (London: Eugenics Education Society, 
11 Lincoln’s Inn Fields. 1920. Pp. 19.) 


Insurance and Pensions 
NEW BOOKS 


ArexaNnver, W. How to sell insurance; a practical guide for the life insur- 
ance salesman. (New York: Spectator Co. 1920. Pp. 146. ) 


Horrman, F. L. National health insurance and the medical profession. 
(Newark, N. J.: Prudential Ins. Co. 1920. Pp. 122.) 


Leneyet, S. Die Bilanzen der Versicherungs-Unternehmen. Eine Bilansz- 
lehre und eine Bilanzanalyse. (Berlin: Mittler. 1920. Pp. 160. 25 M.) 


Rumsey, D. A new standard fire insurance policy of the state of New 
York, in effect January 1, 1918, as compared with the original standard 
policy. (New York: Ins. Soc. 1920. Pp. 30.) 


Scumitrmann, B. Fiihrer durch die deutsche Soszialversicherung in ihrer 
Gestaltung nach dem Kriege. (Dusseldorf: Schwann. 1920. Pp. xii, 
191. 10 M.) 


Deutscher Verein fiir Versicherungs-Wissenschaft su Berlin. (Berlin: Mit- 
tler. 1920. Pp. 12.) 


Hail insurance on farm crops in the United States. Agricultural Depart- 
ment bulletin 912. (Washington: Supt. Docs. 1920. 10c.) 


System of compensation for injuries to workmen. Report of the depart- 
mental committee. (London: H. M. Stationery Office. 1920. 1s.) 


Tentative recommendations of the pension laws commission. (Milwaukee. 
1920. Pp. 67.) 
Workmen’s compensation law of the state of Georgia, effective March 1, 


1921; Louisiana, with amendments, August 1920. (New York: F. R. 
Jones, 80 Maiden Lane. 1920. Pp. 36; 36. 50c. each.) 


Workmen’s compensation laws; decisions with reference to negligence and 
compensation cases annotated: California, Massachusetts, New Jersey, 
New York, Ohio, Pennsylvania. (Chicago: Callaghan & Co. 1920.) 


Socialism and Co-operative Enterprises 
NEW BOOKS 
Burns, C. D. Principles of revolution. (London: Allen & Unwin. 1920. 
5s.) 


Dietzet, H. Beitriige zur Geschichte das Sozialismus und Kommunismus. 
(Essen: Baedeker. 1920. Pp. 139.) 

Emmott, Lorp. Nationalisation of industries: a criticism. (London: T. 
Fisher Unwin. 1920. Pp. 78. 3s. 6d.) 

Fietp, G. C. Guild socialism. (London: Wells, Gardner, Darton & Co. 
1920. 5s.) 


Fianacan, J. A. Wholesale codperation in Scotland. (Glasgow: Codpera- 
tive Wholesale. 1920. Pp. xiv, 478.) 
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Gur, C. Des institutions en vue de la transformation ou de l’abolition du 
salariat. Twelve lessons given in May-June, 1919, to American students. 
(Paris: Marcel Giard & Cie. 1920. Pp. 111.) 


Hitreurr, M. Present-day socialism. (New York: Rand School of Social 
Science. 1920. Pp. 84. 50c.) 


Hinscn, M. An analysis of the proposals and conceptions of sociali. 
(New York: Huebsch. 1920. Pp. 59. 50c.) 


Ketsen, H. Soszialismus und Staat. Eine Untersuchung der politischen 
Theorie des Marzismus. (Leipzig: Hirschfeld. 1920. Pp. 129.) 


Lance, C. L. Histoire de Vinternationalisme. I. Jusqu’ ala paiz de West- 
phalie (1648). Publications de l'Institut Nobel Norvégien, 1V. (Munich: 
Duncker & Humblot. 1920. Pp. 517. 75 M.) 


Loria, A. Karl Marz. Authorized translation from the Italian with a fore- 
word by E. & C, Paut. (New York: Thomas Seltzer. 1920. Pp. 163.) 


McGowan, R. A. Bolshevism in Russia and America. (New York: Paul- 
ist Press. 1920. Pp. 45. 5c.) 


Me.tior, W. Direct action. (London: Leonard Parsons, Ltd. 1920.) 


Mituaup, E. The march towards socialism. (London: Leonard Parsons, 
Ltd. 1920. 8s. 6d.) 


Mitscuerticu, W. Der Nationalismus Westeuropas. (Leipzig: Hirsch- 
feld. 1920. $1.20 M.) 


Money, L. C. The triumph of nationalisation. (London: Cassell. 1920. 
Pp. 276. 7s. 6d.) 


Nicnotson, J. S. The revival of Marzism. (London: Murray. 1920. 
Pp. 145.) 


OpensreIT, B. Die vergleichende Wirtschaftstheorie bei Karl Marz. (Es- 
sen: Baedeker. 1920. Pp. 98. 5.20 M.) 


Pitt-Rivers, G. The world significance of the Russian revolution. (Lon- 
don: Basil Blackwell. 1920. 2s.) 


RusseLt, B. Bolshevism: practice and theory. (New York: Harcourt, 
Brace and Howe. 1920. Pp. 192. $2.) 


San-Lavitte. Socialisme et propriété. (Paris: Alean. 1920. 6 fr.) 


Snowpen, Mrs. P. Through Bolshevik Russia. (London: Cassell. 1920. 
5s.) 


StamMier, R. Soszialismus und Christentum. (Leipzig: Felix Meiner. 
1920. 25 M.) 


Topp, A. M. Relation of public ownership to democracy and social justice. 
(Chicago: Public Ownership League of America. 1920. Pp. 29. 50c.) 


Tucker, I. St.J. Now it must be done. (Chicago: Socialist Party cf 
U.S. 1920. Pp. 37.) 


von Tyszka, K. Die Sozialisierung des Wirtschaftslebens. (Jena: Fischer. 
1919. Pp. 79. 8.50 M.) 
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Watune, W. E. Sovietism, the A B C of Russian bolsheviem according 
to the bolshevists. (New York: Dutton. 1920. Pp. 220. $82.) 

Quotations from bolshevist writers, particularly Lenin and Gorky, are 
used by Mr. Walling to indict bolshevism in the words of its own apostles. 
The idea is good, but with equal justice it would be possible to select 
other quotations from the same writers which would lead to other con- 
clusions. 

In the latter half of the book the author abandons his thesis and heaps 
bitter denunciation not only upon American radicals, but upon the liberal 
magazines and writers who have been less severe than himself in their 
criticism of the soviet régime. G. L. Arner. 


Witsranpt, R. Sozialismus. (Jena: Eugen Diederichs, 1919. Pp, $38, 
15 M.) 


Wotrr, H. H. Codperation in India. (London: W. Thacker & Co. 1919, 
Pp. 352.) 


Zvorikine, N. La révolution et le bolchévisme en Russie. (Paris: Perrin. 
1920. Pp. xii, 310.) 


List of references on codperative stores. (Washington: Library of Con- 
gress. 1920. Pp. 12, typewritten.) 

A political guide for the workers. Socialist party campaign book, 1920, 
prepared by the department of labor and research, Rand School of Social 
Science. (Chicago: Socialist Party. 1920. Pp. 188.) 


Proceedings of the judiciary committee of the assembly of the state of New 
York in the matter of the investigation as to the qualifications of certain 
members of the assembly. Legislative document no. 5. (Albany. 1920. 
Pp. 2807; 575, 58.) 


Thirteenth annual report of Pasadena’s municipal lighting works depart- 
ment, 1919-1920. How your dollars have been spent. (Pasadena: Com- 
missioner of Public Works. 1920. Pp. 31.) 


Thirty-fourth report, 1919. (London: Labour Co-partnership Assoc. 1920. 
Pp. 47.) 


Report of annual meeting, 1920. (London: Labour Co-partnership Assoc. 
1920. Pp. 30. 6d.) 


Statistics and Its Methods 
Profits, Wages, and Prices. By Davin Frmay, (New York: Har- 
court, Brace, and Howe. 1920. Pp. iv, 256.) 

Professor Friday has essayed the very difficult task not only of set- 
ting forth the chief statistical facts concerning the distribution of the 
value product of the industries of the United States among the differ- 
ent groups of productive agents and the changes brought about in this 
distribution by the events connected with the great war, but also of 
appraising the merits, demerits, and ultimate social results of present 
legal and social arrangements affecting this distribution. Some of the 
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statistics are open to question: the record on page 15 shows the net in- 
come of corporations for the years 1914 to 1917 to be larger than is 
actually the case, the error arising from the fact that the total of “net 
corporate income,” as recorded in the reports of the Commissioner of 
Internal Revenue, includes for those years the income of both parent 
and subsidiary corporations, since each corporation was compelled by 
law to report separately. This situation resulted often in compelling 
the holding company to pay taxes upon virtually the same income upon 
which a subsidiary corporation had already been taxed. This duplica- 
tion did not occur in the earlier years under the excise tax law; hence 
the totals of income for the earlier and later years are incomparable. 
The error of comparing these figures did not, however, originate with 
Professor Friday, for the supposed net incomes are presented without 
comment as a continuous column in the official government report. Un- 
fortunately, however, this error affects most of the comparisons of cor- 
porate earnings for different years and invalidates to a degree some 
of the conclusions drawn. 

An inaccuracy of less importance is found on page 27, where Profes- 
sor Friday quotes the Agricultural Department figures for the total 
value of farm products, without noting the fact that since the value of 
crops fed to livestock is included in the totals, these totals represent 
gross rather than net values. The failure to call attention to this 
peculiarity of the data is, however, a matter of little consequence, for 
the figures are used only for a comparison of the different years, a pur- 
pose for which they are presumably perfectly satisfactory. 

No matter how painstaking the statistician, oversights of the kind 
just mentioned are practically inevitable when figures are dealt with 
on any considerable scale; hence they cannot justly be considered to 
indicate any lack of care on the part of the investigator. Any adverse 
criticism of the purely statistical part of Professor Friday’s work must 
rest on the grounds that the form of presentation might be improved. 
The reader would have been more likely to obtain the correct impres- 
sion from the facts presented if all values had been reduced to equiva- 
lents of some base year by dividing by a price index, and if the prin- 
cipal results had been shown graphically as well as in tabular form. 

But, while there may be room for improvement in the form of pre- 
sentation, it is nevertheless true that the book is one of the most valu- 
able compendiums yet published covering statistics in this field. It sets 
forth in a very readable, concise, and definite style, the salient facts 
concerning profits, wages, and prices; and the accuracy of most of the 
figures and of the immediate conclusions drawn therefrom apparently 
cannot be seriously questioned. On the other hand, it seems certain 
that some of the problems might have been further clarified by a more 
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searching analysis. In most parts of the book, for example, the fluc- 
tuations of the business cycle have been ignored and phenomena are 
often ascribed to purely fortuitous circumstances when the true ex- 
planation seems to be that they were the perfectly normal results of 
cyclical influences. 

But even when the business cycle is recognized as an important 
characteristic of industry, it appears that insufficient attention has 
been bestowed upon the actual shape of the curve. 

In chapter V, the term “capital” is used interchangeably in several 
different senses, sometimes meaning “capital goods,” sometimes loan- 
able funds, and sometimes the resources of an enterprise. This con- 
fusion is entangled with an apparent belief that individual savings are 
practically identical with additions to national wealth. That this last 
assumption is not true is evident when we consider the great increase in 
private saving connected with financing the war, which saving, however, 
has certainly not resulted in any equivalent increase in national wealth. 

This analysis of the data seems to the reviewer to be coupled oc- 
casionally with a tendency to base conclusions upon insufficient evidence. 
On page 135, for example, it is stated that the increase of prices since 
1919 is ascribable to growing inefficiency of labor, but only vague im- 
pressions of employers are presented as evidence that the productivity 
of labor in general has fallen off to anything like the supposed extent 
of 40 per cent. The whole explanation of the reason for the rise in 
prices from 1914 to 1920 is characterized by this same lack of evi- 
dence. Apparently, we are furthermore asked to accept the doubtful 
doctrine that the price level is dependent upon cost of production and 
that it tends, through inertia, to continue upon any plane upon which 
events happen to place it (cf. p. 140). At no place is cognizance taken 
of the important truth that a rise of prices in one field, by using up the 
income of purchasers, tends to produce an equal fall of prices in some 
other field. Similarly, sales of Liberty bonds by the holders are as- 
sumed to be equivalent to increased national demands for consumption 
goods, the fact being overlooked that purchasers of the bonds were 
probably curtailing consumption at the same time and to the same ex- 
tent that the sellers were consuming more freely. 

In defending the excess profits tax, Professor Friday ignores en- 
tirely the important question as to whether the levying of any kind of 
taxes upon corporations is sound economic procedure. In dealing with 
the question of bettering the economic condition of the working classes, 
he almost forgets the population problem which, in the reviewer’s opin- 
ion, is the crux of the whole matter. He proposes that the Government 
insure to all entrepreneurs a minimum return on their investment, but 
fails to mention the danger of thus continuing for a longer time than 
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necessary the operations of all kinds of superfluous or unprofitable en- 


of terprises. 

ire The general impression gained from an examination of the theories 
x- set forth is that they are brilliantly suggestive but that a number of 
them can only be established by the presentation of more complete and 
convincing arguments, 

As a handbook of facts, the volume is certainly worthy of the care- 
-_ ful study of all persons interested in the question of the existing di- 
vision of the industrial product. Most of the leading theses of the book 
are supported by such masses of evidence and argument that the reader 
n- is virtually compelled to accept the author’s conclusions. He dem- 
n- onstrates, for example, the importance of the outlook for business en- 


re terprise as a factor affecting interest rates; the necessity of allowing 
ast high enough rates to public utilities to enable them to secure funds for 
in extensions of plant; the small effect that the excess profits tax has in 
= discouraging enterprise and the absolute impossibility that it is a prime 


factor in causing high prices; and, finally, the fact that labor already 


ac- receives such a preponderant share in the value product of the great 
ce. industrial fields of manufacturing, mining, and transportation, that the 
ce condition of the laboring class can at best be but slightly improved by 


m- any possible redistribution of the present product. 
I. Kine. 


in NEW BOOKS 
Bow.ey, A. L. The change in the distribution of the national income, 1880- 
1913. (Oxford: Oxford University Press. 1920. Pp. 27.) 


Elements of statistics. Fourth edition. (London: King. 
1920. Pp. 472. 24s.) 
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1920. Pp. xiii, 470. 18 M.) 


me KaurMann. Theorie und Methoden der Statistik. (Tubingen: Mohr. 
as- 1920. Pp. 540.) 


ion Sarrzew, M. Die Motorenstatistik. Ihre Methoden und Ergebnisse. Eine 
ere Studie aus dem Gebiete der internationalen Wirtschaftsstatistik. (Zurich: 
ex- Rascher & Cie. 1918. Pp. vii, 275.) 

Stamp, J. British incomes and property: the application of official sta- 
en- tistics to economic problems. Second edition. (London: King. 1920. 
of lds.) 
‘th Trencu, C. S. J. and Luty, B. E. V. Metal statistics, 1920. (New York: 
o* American Metal Market Co. 1920. Pp. 528. $1.) 


Annuaire international de statistique agricole 1817 et 1918. (Rome: L’In- 
stitut International d’Agriculture. 1920. Pp. 747. 15 frs.) 
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DOCUMENTS, REPORTS, AND LEGISLATION 


Industries and Commerce 


The Bureau of Foreign and Domestic Commerce has recently published 
the following: 

Special Agents Series: 

No. 196, Norway: Commercial and Industrial Handbook, by W. A. Beng- 

ston (Washington, 1920, pp. 58). This gives a description of va- 

rious phases of Norwegian economic life, 

No. 197, Electrical Goods in Spain, by P. S. Smith (pp. 178), which con- 

tains chapters on general features of the Spanish market, central 

stations, hydroelectric plants, electrification of steam railways, 

and telephones. 

No. 199, Paraguay. A Commercial Handbook, by W. L. Schurs (pp. 195). 

No. 200, Hides and Leather in France, by N. Hertz (pp. 159), which con- 

tains a map showing cities and towns of interest to the shoe and 

leather industry. 

No. 202, Spanish Finance and Trade, by A. N. Young (pp. 199); this is of 

special value to the student of foreign economic conditions. Part 

I deals with the monetary and banking system; part ITI, financing 

trade with Spain; part III, investments; part IV, public finance. 

No. 208, Textile Markets of Brazil, by L. S. Garry (pp. 48). 

No. 204, Industrial Machinery in France and Belgium, by C. P. Wood 


(pp. 61). 


Miscellaneous Series: 
No. 87, Import and Export Schedules of Spain (1920, pp. 60). 
No. 92, Stowage of Ship Cargoes, by T. R. Taylor (pp. $50). 
No. 106, Trade of the United States with the World, 1918-1919, Part I, 
Imports (pp. 103). 


The Federal Trade Commission has recently published a report on Com- 
mercial Wheat, Flour, Milling (Washington, Sept. 15, 1920, pp. 118), a 
general survey of the production and consumption of wheat flour in the 
United States. Chapter 2 deals with costs, prices, and profits. There is 
an interesting map showing the wheat flour production and distribution 
areas. This commission has also made a report on Sugar Supply and Prices 
(Nov. 15, 1920, pp. 205). 


The Senate Select Committee on Reconstruction and Production has sub- 
mitted its preliminary report, December 14, 1920 (Report No, 666, 66 
Cong., 3 Sess., pp. 11). This committee, it is understood, will present sev- 
eral bills: one to direct long-term deposits of national banks into long-term 
uses at the discretion of the governors of the Federal Reserve Board; one 
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to authorize the establishment of a home loan bank; one to amend the postal 
savings law to pay interest quarterly; and one to get monthly figures from 
the coal industry. The hearings before this committee, dealing with Coal 
and Transportation, have been printed (Washington, 1921, pp. 769). 


The Report of the Chief of the Bureau of Markets of the Department 
of Agriculture (Washington, Oct. 9, 1920, pp. 87) gives an account of the 
investigations which have been made during the past year and those now in 
progress. From this same bureau has been received a typewritten copy of 


“ai History of the Bureau of Markets, by Caroline B. Sherman (pp. 11). 

7s The subject of marketing is also touched upon in the Report of the Secre- 

= tary of Agriculture for 1920 (pp. 72). 

ys, Some Extracts from the Joint Hearings before the Committees on Agri- 
culture and Forestry on S. J. Resolution 212, directing the War Finance 

5). Corporation of the Federal Reserve Board to take action for the relief of 

m- depression in the agricultural sections of the country, have been printed as 

nd a small pamphlet (Washington, pp. 14). 


The Tenth Annual Report, 1920, of the Bureau of Mines (Washington, 
pp. 149) contains interesting data with regard to a government fuel yard. 


The United States Geological Survey has printed a preliminary sum- 
mary of the Mineral Resources of the United States in 1919 (Washington, 
1920, pp. 128). 


0d The Bureau of the Census has distributed the final bulletins on agricul- 
ture of the Fourteenth Census for New Hampshire (pp. 21), Vermont (pp. 
18), Rhode Island (pp. 14), Delaware (pp. 15); and a bulletin on Num- 
ber of Farms by States and Counties, 1920, 1910, 1900 (pp. 29). 


The Department of Internal Affairs of Pennsylvania has brought to- 
gether in a single volume its Report on the Productive Industries of Penn- 
sylvania for 1916-1919 (Harrisburg, 1920, pp. 878). 


a Bulletin No. 11 of the State Department of Agriculture of Minnesota 
8 discusses Marketing Problems of Minnesota Farmers, by H. J. Hughes, 
the Director of Markets (St. Paul, Oct. 14, 1920, pp. 23). 
> is The Statistical Report of the California State Board of Agriculture for 
tion 1919 contains a summary of the population and agricultural production of 
ices that state (Sacramento, pp. 201). 
The United States Tariff Commission has issued in Tariff Information 
ub- Series, No. 16, Refined Sugar: Cost, Prices, and Profits (pp. 42) illustrated 
by charts; No. 21, Industrial Readjustments of Certain Mineral Industries 
sev- Affected by the War (pp. 320), containing many maps and statistical tables; 
orm also a substantial volume on Statistics of Imports and Duties, 1908 to 1918 


one Inclusive, carefully indexed (Washington, 1920, pp. 1096). 
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Public Utilities 

There have been received: 

Thirty-fourth Annual Report of the Interstate Commerce Commission 
(Dec. 1, 1920, pp. 205). 

Tenth Annual Report of the Statistics of Express Companies in the 
United States, 1919, published by the Interstate Commerce Piemniasice 
(Washington, 1920, pp. 12). 

Seventh Annual Report of the Public Service Commission of Massachus- 
etts, 1919, Part I (Boston, pp. lv, 314). 

Eighth Annual Report of the Public Utilities Commission of Rhode Is- 
land, 1919 (Providence, 1920, pp. 134). 


Labor 
The federal Bureau of Labor Statistics has issued: 


No. 274, Union Scale of Wages and Hours of Labor, May 15, 1919 (Wash- 
ington, Sept., 1920, pp. 281). 

No. 267, Anthrax as an Occupational Disease, by J. B. Andrews (July, 
1920, pp. 186). This is a revision of Bulletin 205 originally 
published in 1917. 

The Women’s Bureau of the United States Department of Labor has pre- 
pared a bulletin on The New Position of Women in American Industry 
(Washington, 1920, pp. 153). Section 2 is entitled “Statistics of women’s 
industrial employment during and after the war”; and section 8, “Results 
of the substitution of women on men’s work during and after the war.” 
There are a number of illustrations. 


Labor reports that have been received are as follows: 

Second Report on Wages of Women Employed in Paper Bow Factories in 
Massachusetts (Boston, Mass. Dept. Labor, 1920, pp. 58). 

Tenth Annual Report on Union Scale of Wages and Hours of Labor in 
Massachusetts, 1919 (Boston, July, 1920, pp. 146). 

Annual Report of the Industrial Commission of New York, 1919 (Albany, 
1920, pp. 330). 

New York State Industrial Code, 1920 (Albany, Indus. Comm., pp. 48). 

Labor Laws of the Commonwealth of Virginia (Richmond, Comm. of 
Labor, 1920, pp. 129). 

Twenty-third Annual Report of the Bureau of Labor and Industrial Sta- 
tistics of Virginia, 1920 (Richmond, pp. 139). 

Labor Laws of West Virginia (Charleston, 1920, pp. 86). 

Eighth Annual Report of the Commissioner of Commerce and Labor of 
Georgia, 1919 (Atlanta, 1920, pp. 89). 

Minimum Wage Act of Wisconsin (Madison, Indus, Com. of Wis., pp. 28). 

General Report of the Minister of Public Works and Labour of the Prov- 
ince of Quebec (Quebec, 1920, pp. 198). 
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Money, Prices, Credit, and Banking 


The Federal Reserve Board has prepared a new compilation of Regula- 
tions, series of 1920 (Oct., 1920, pp. 39). 


Attention should be directed to the monthly bulletins which are now be- 
ing published by all of the federal reserve banks. These contain much 
fresh material of economic interest in the respective districts. 


The Department of Foreign Information of the Bankers Trust Company, 
New York, in its bulletin for January 17, 1920, presents the official, de- 
tailed outline of the international credits scheme recommended to the League 
of Nations by the Provisional Economic and Financial Committee of the 
Council of the League. 


From the American Acceptance Council have been received a number of 
pamphlets: American Bankers Acceptances and Foreign Trade, by F. I. 
Kent; Practical Problems in the Development of Bankers Acceptance; Fed- 
eral Reserve Board Regulations Relating to Acceptances (Series of 1920) ; 
Bankers Acceptances: Principles and Practices, Chapters 1 and 2; Elements 
of Trade Acceptance Practice, by R. H. Treman; The Banker and Trade 
Acceptances, by George Woodruff (New York, 111 Broadway). 

Attention should also be called to the Acceptance Bulletin, published by 
this organization. It appears monthly and is now beginning its third year. 


Recent reports dealing with banking are the following: 


Thirteenth Annual Report of the Bank Commissioner of Rhode Island, 
1920 (Providence, pp. 229). 

Annual Report of the Superintendent of Banks Relative to Savings Banks, 
Trust Companies, etc., 1919 (Albany, 1920, pp. 752). 

Nineteenth Annual Report of the Commissioner of Banking of West Vir- 
ginia, 1919 (Charleston, pp. 107). 

The Banking Law of the State of Georgia Effective January 1, 1920 (T. 
R. Bennett, Supt. of Banks, pp. 77). 

Proceedings of the Forty-first Annual Meeting of the Building Association 
League of Illinois (Chicago, Am. Bldg. Assoc. News Co., 1920, pp. 147). 


Fifteenth Annual Report of the Bureau of Banking of Idaho, 1919 (Boise, 
1920, pp. 79). 


Public Finance 


Recent federal reports are: 

Annual Report of the Secretary of the Treasury on the State of the Fi- 
nances, 1920 (Washington, pp. 870). This contains the statement of Sec- 
retary Houston and Assistant Secretary Leffingwell made March 11, 1920, 
on the soldiers’ bonus proposal. 
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Annual Report of the Commissioner of Internal Revenue, 1920 (‘Wash- 
ington, pp. 2380). 

Annual Report of the Director of the Mint, 1920, including the report on 
the production of the precious metals, 1919 (Washington, 1920, pp. 809). 


The Department of Foreign Information of the Bankers Trust Company 
has prepared a leaflet on Income Taxation in Great Britain and the United 
States, illustrated by three graphs. 


The Continental Insurance Company, New York, has for circulation a 
pamphlet on British and American Economic and Excess Profits Tazes Com- 
pared, by Professor Carl C. Plehn (New York, 80 Maiden Lane). 


The National Association of Credit Men has prepared a pamphlet on 
The Undistributed Earnings Tax (New York, 41 Park Row, Dec., 1920, 
pp. 40). 


The Old Colony Trust Company, Boston, has made a reprint of the Mass- 
achusetts Income Taz Law. 


The Irving National Bank (New York) in its pamphlet for January, 


1921, has compiled Practical Questions and Answers on the Federal Taz 
Laws (pp. 96). 


W. B. Hibbs and Company has prepared a series of circulars on: Bonds 
of the Kingdom of Italy; Bonds of the Government of the Dominion of 
Canada; Bonds of the Government of the United States of America; Bonds 
of the Governments of the French Republic and the Kingdom of Belgium; 


and Bonds of the Government of the United Kingdom of Great Britain and 
Ireland (Washington, Hibbs Bldg., 1920). 


The following volumes have been received: 


Information Relative to the Assessment and Collection of Tazes, Con- 
necticut, 1920 (Hartford, pp. 48). 


Annual Report of the State Tax Commission of New York, 1919 (Albany, 
1920, pp. 514). 


Laws Affecting the Taxation of the Session of 1920, New Jersey (Tren- 
ton, State Board of Taxation and Assessment (pp. 39). 
Proceedings of the Seventh Biennial Conference Convention of the Tax 


Commission and County Assessors of the State of Kansas, held February 
5-6, 1920 (Topeka, pp. 78). 


4 
| 


PERIODICALS 


The Review is indebted to Robert F. Foerster for abstracts of articles in Italian 
periodicals, and to R. S. Saby for abstracts of articles in Danish and Swedish peri- 
odicals. 


Theory 
(Abstracts by Walton H. Hamilton) 
Bet, H. High wages: their cause and effect. Contemp. Rev., Dec., 1920. Pp. 16. 
High wages are dependent upon large production which is contingent upon a great 
increase in capital. This must be secured through savings without interference 
with “leisure and the amenities of life.” 


bevan, W. L. The social teaching of St. Thomas Aquinas. Const. Rev., Sept., 
1920. Pp. 18. A review of Aquinas’ theories of property, interest, and social 
justice. One was entitled to “enough to keep himself in good standing in the class 
to which he belonged.” The “Surplus” was to be devoted to the common good. 
“His static conception of society” had no place for progress. 


Bowtey, A. L. The theoretical effects of rationing upon prices. Econ. Journ., Sept., 
1920. Pp. 8. A mathematical examination of various cases of the effects upon 
prices of limitations upon demand brought about by compulsory rationing. 


Bocart, E. L. Economic organization for war. Am. Pol. Sci. Rev., Nov., 1920. 
Pp. 20. A consideration of the nature of the problem of a quick adjustment to 
a single military end of an industrial system organized on individualistic principles. 


Carver, T. N. Ross’s “Principles of Sociology.” Quart. Journ. Econ., Nov., 1920. 
Pp. 16. A critically appreciative review. 


Coorey, C. H., Reflections upon the sociology of Herbert Spencer. Am. Journ. 
Soc., Sept., 1920. Pp. 17. Spencer lacked the conception of a “social process” 
which “absorbs individuals into its life, conforming them to its requirements, and 
at the same time developing their individuality.” On the contrary his individuals 
unite into a differentiated and codrdinated society. 


Dickinson, Z. C. Roche-Agussol’s psychologie économique chez les Anglo-Américans. 
Quart. Journ. Econ., Nov., 1920. Pp. 5. A review of a systematic treatment of 
marginal economics as developed in England and America. 


Duntap, K. A social need for scientific psychology. Sci. Mo., Dec., 1920. Pp. 16. 
Our badly needed social psychology is being very imperfectly made, not by psy- 
chologists, but “by politicians and independent thinkers, like Bertrand Russell and 
Bernard Shaw.” 


Encewortu, F. Y. Professor Cassel’s treatise. Econ. Journ., Sept., 1921. A review 
——~ of Cassel’s Thecretische Sozialékonomie and the phenomena of which it treats as 
“a sort of scientific poem.” 


Hicerns, H. B. A new province for law and order. III. Harvard Law Rev., Oct., 
1920, Pp. 82. The last of a series of articles upon the work of the Australian 
Commonwealth Court of Conciliation and Arbitration in reducing industrial rela- 
tions to terms of a legal system. 


Hosson, J. A. The new industrial revolution. Contemp. Rev., Nov., 1920. Pp. 8. 


The new technique can give us abundance, Its utilization will entail a vast 
amount of monotonous labor and under the dominance of business enterprise its 
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product cannot be disposed of. The conditions of its utilization are an equitable 
distribution of the incidence of monotonous toil and a chance in business control. 


Lirriz, H. The economist and the workshop. Fortn. Rev., Oct., 1990. Pp. 11. To 
persuade the workman to increase production the economist must show quite spe- 


cifically how a restriction of output does not prolong his employment or he must 
persuade “the masters” to guarantee him against unemployment. 


Luoyp, A. H. The philosophy of Herbert Spencer. Sci. Mo. Aug. 1990. Pp. 15. 


—~——...._ “Spencer’s philosophy is an imprisoned biology.” As such it is a step in ad- 


vance of the eighteenth century “mechanicalism” which it succeeded. 


Lyman, E. W. The ethics of the wages and profits system, Intern, Journ. Ethics, 
Oct., 1920. Pp. 16. A criticism of the ethical implications of theories of wages 
and profits formulated by J. B. Clark and others. 


Macassry, L. The national wage position, Nineteenth Cent., Nov, 19290. A dis- 
cussion of issues involved in the conflict between theories of wages in terms of 
“competitive value of labor” and “the ability of the industry to pay.” A state- 
ment of the use of accountancy as an instrument in wage determination. 


Merarrr, W. G. Social control and industrial strife. Unpartizan Rev., Jan., 1921. 
Pp. 19. A plea for the preservation of the economic harmonies by short circuiting 
the activities of union leaders during strikes by the use of the injunction. 


Money, L. C. The misuse of ideas. Contemp. Rev., Aug., 1990. Pp. 9. A study 
of the development and utilization of technique. “As long as commercialism is 
attached to manufacturing, as long as artistry waits upon shop keeping, and as 
long as captains of industry must be hucksters first and scientists afterwards, so 
long the common affairs of the world will remain neglected and scorned by the 
world’s best men.” 


Money, L. C. The national direction of industry. Contemp. Rev., Oct., 1920. Pp. 8. 
“In war we got what we wanted by the national organization of industry.” “In 


peace we resign ourselves to the ancient scramble which devotes itself .. . to in- 
dividual gain.” 


Mumrorp, L. The adolescence of reform, Freeman, Dec. 1, 1990, Pp 2. The hu- 
manization of industry, like the industrial revolution, will come from the indi- 
vidual efforts of many men. It cannot be authoritatively forced by the state. 

Mumrorp, L. Sociology and its prospects in Great Britain. Athenaeum, Dec. 10, 
1920. Pp. 2. “The task of sociology is to make social action depart from the 
technique of the politician and approach that of the engineer.” 

Niesune, R. The church and the industrial crisis. Biblical World, Nov., 1920. 
Pp. 5. An appeal for a place for “sacrifice” among business motives. 

Rozertson, D. H. Mr. Cole’s social theories. Econ. Journ., Dec., 1990. Pp. 6. A 
review of Chaos and Order in Industry, Let Mr, Cole “try to discover why people 
not devoid of intelligence or faith still detect signs of seaworthiness in the old 
ship Private Enterprise.” Then let him give us a book for the new times which 


is what The Wealth of Nations was “for the bad old times when production w 
for profit and not for use.” 


Rosensens, E. J. The price system and social management. Am. Journ. Soc., Sept., 
1920. Pp. 14. The direction of industry towards social utility must be a matter 


of purpose. It cannot be left to the guidance of the price system. Social utility 
must have a place with profits in determining labor management. 
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Watson, F. The significance of leisure. Contemp. Rev., Aug., 1920. Pp. 8. “More 
true leisure might mean a higher quality of work all round if it were work of the 
type associated with thoughtfulness and reflection, and less with haste and speed.” 


Wore, A. B. Savers’ surplus and the interest rate. Quart. Journ. Econ., Nov., 

1920. Pp. 85. A study of the sources of savings, of the psychology of saving, and 
of the magnitude and importance of the saver’s surplus. The facts suggest scepti- 
cism about any theory based upon “hedonistic marginalism.” 


Woxre, A. B. The teaching of economics again. Journ. Pol. Econ., Nov., 1920. 

Pp. 19. A plea for getting down to the essential questions of what economics 
is all about, what its function in the curriculum is, and how it can be made to 
serve this function. A criticism of the discussion of teaching economics which 
moves on the level of details and administrative devices. 


Yeaty, F. J. A plan of industrial equity. Catholic World, Dec., 1920. Pp. 7. 
“The way to greater industrial efficiency is the way of industrial democracy.” 


The control of industry. New Statesman, Dec. 11, 1920. Pp. 2. A discussion, in 
terms of the engineering industry, of changes in control necessary to secure har- 
monious personal relations which will prevent “a steady deterioration of produc- 
tive efficiency.” 


The problem of output. New Statesman, Nov. 27, 1920. Pp. 2. A review of the 
economic theories implicit in the memorandum of the Federation of British In- 
dustries upon Wages and Prices and the reply by the Joint Labor Committee upon 
The Cost of Living. 


The right to work. New Statesman, Dec. 4, 1920. Pp. 3. “Each industry so far 
as possible should carry the burden of its own unemployment.” “The first charge 
upon every industry must be the maintenance of a reasonable standard of life 
of all the workers necessary for its conduct, whether constant full time work can 
be found for them or not.” 


Economic History (United States) 
(Abstracts by Amelia C. Ford) 

Banret, J. L. Growth of New York and suburbs since 1790. Sci. Mo., Nov., 1920. 
Pp. 15. Presents tables and maps showing population changes, discusses the ef- 
fect of various factors, and comments on the plan for setting New York off as 
a separate state. 


Bocart, E. L. Economic organization for war. Am. Pol. Sci. Rev., Nov., 1920. 
Pp. 20. Traces the gradual creation of government machinery to cope with the 
economic problems presented by the war; considers the net result of participation 
in the war will be a permanent enlargement of the functions of government. 


Catxins, M. C. The cutover country. Survey, Nov. 27, 1920. Pp. 5. Tells of Wis- 
consin’s recent scientific land clearing methods by means of which a man becomes 
a farmer in the same decade in which he was a pioneer. 


Cietanp, H. F. The black belt of Alabama. Geog. Rev., Dec., 1920. Pp. 13. De- 
scribes with maps and pictures the physiography of the black belt, and points 
out the geographical influences which have shaped the economic and social char- 
acter of this region. ~ 


Goopwix, H. D. Shipbuilding in the Pacific Northwest. Wash. Hist. Quart., July, 
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1920. A bibliography on Northwest shipbuilding which emphasizes especially 
Lewis and Dryden’s Marine History of the Pacific Northwest, and gives, also, a 
chronological table of the chief coast-built vessels between 1788 and 1895. 


Gratz, S. Thomas Rodney. Pa. Mag. Hist. & Biog., July, 1919. Pp. 90. A series 
of letters written by Rodney which contain many references to transportation 
facilities and other economic conditions in the Ohio valley and lower 
region, as observed on a trip through there in 1803-1804. Continued from pre- 
vious issues. 


Hives, F. T. The revival of river commerce, particularly on the Mississippi River. 
Journ. Engrs. Club of St. Louis, July-Sept., 1920. Pp. 8. Urges the importance 
of our inland waterways as a means of cheap and sufficient transportation, and 
the continuation by private interests of the development begun by the govern- 
ment during the war. 


Jenxs, C. L. Following the westward star. Proc. Miss. Valley Hist. Rev. 1918- 
1919. Pp. 8. Contains selections from the journals of two pioneers, father and 
son, that give an insight into conditions of travel from Rhode Island to Western 
Pennsylvania in 1802, and from Pennsylvania to Illinois in 1836. 


Lasker, B. Prosperity: what high wages and steady work mean to Grand Rapids. 
Survey, Nov. 6, 1920. Pp. 14. Cites many examples and statistics as proof that 
there has been a great increase in wholesome spending by all classes and races, 
accompanied by an increase in saving and provision for the future in various 
forms. Illustrated. 


Meniweruer, L. A century of labor in Missouri. Miss. Hist. Rev., Oct., 1920. Pp. 
13. Outlines very briefly labor conditions in the state: wages, strikes, labor legis- 
lation, and troubles over company stores of the mining operators. 


Morison, S. E. Letters on the Northwest fur trade. Wash. Hist. Quart., July, 1920. 
Two letters from a ship captain in the fur trade to his owners in Boston, telling 


of merchandise needed, prices of goods and furs, shortage of provisions, sickness, 
medicines required, and troubles with the crew. 


Tuomrson, J. J. A chapter in Illinois finances. Ill. Catholic Hist. Rev., July, 1919. 
Pp. 8. Tells how George Rogers Clark’s conquest of the Northwest was financed 
by Oliver Pollock, Francis Vigo, and Father Gibault, and of the losses and im- 
poverishment they suffered because of it. 


Vitzs, J. Missouri in 1820. Miss. Hist. Rev., Oct., 1920. Pp. 17. Contains some 


material regarding population, slavery, pioneer farming, early industries, and 
river traffic. 


Wurrt, E. J. A century of transportation in Missouri. Miss. Hist. Rev., Oct., 
1920. Pp. 37. A chronological summary of facts as to early mail routes, trails, 
caravan and river travel, railroads, automobiles, and airplanes. 


Selections from the correspondence of Colonel Clement Biddle, Pa. Mag. Hist. & 
Biog., July, 1919. Pp. 10. Letters from Tobias Lear contain interesting facts as 
to freight charges in 1790 on packets running from New York to Philadelphia; 
told in connection with the transfer of Washington’s furniture. Continued from 
previous numbers. 
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Agricultural Economics 


(Abstracts by A. J. Dadisman) 


Brack, J. D. The division of farm income between landlord and tenant. Am. As- 
soc. Agri. Legis. Bull. 6 (1920), Apr., 1920. Pp. 16. A discussion of factors de- 
termining land rental. 


Born, J. E. Collective bargaining in agriculture. Am. Assoc. Agri. Legis., Bull. 6, 
(1920), Apr., 1920. Pp. 13. A discussion of collective bargaining in theory and 
in practice. Discussions follow. 


Carver, T. N. The necessity for the organization of agricultural interests. Ann. 
Rpt. Conn. Sta. Bd. Agri. 50 (1918), Sept., 1918. Pp. 13. A discussion of or- 
ganization for coéperation and its application to marketing farm products. 


Cuertneton, P. T. Statements by the national sheep and wool bureau of America 
in its “truth in fabric” propaganda questioned. Bull. Nat. Assoc. Wool Mfrs. 
July, 1920. Pp. 14. Facts and figures are presented to prove inaccuracy of 
statements in daily and trade papers. 


Cotterr, A. The nation’s wheat supply. Contemp. Rev., July, 1920. Pp. 8 An 
argument in favor of England’s producing more of her wheat supply. 


Cam, G. N. L’espropriazione delle terre incolte e mal coltivate in Sicilia. Rif. Soc., 
July-Aug., 1920. Pp. 8. 


Drxoy, H. M. and Hawrnorne, H. W. Farm profits. U. S. Dept. Agri. Bull. 
920 (1920), Dec., 1920. Pp. 56. An analysis of the farm business of 185 farms 
in Ohio, Indiana, and Wisconsin, from survey records for five or seven years of 
each farm. Twelve tables, and nineteen charts are given. 

Ety, R. T., Hosanp, B. H., and Cox, A. B. Credit needs of settlers in upper Wis- 
consin. Wis. Agri. Exp. Sta. Bull. 318 (1920), Oct., 1920. Pp. 36. Financial 
needs of pioneering and farm development. Farm credit and how it may be 
secured, 

Guerre, J. M. The improvement of the rural communication system. Quart. 
Journ. U. of N. Dak., Oct., 1920. Pp. 14. An argument in favor of a system of 
improved roads. 


Green, R. M. Cost and price tendencies on the farm. Mo. Sta. Cir. 97 (1920), 
Aug., 1920. Pp. 8 Corn, wheat, pork, and beef are considered, from 1915 to 
1920. Charts and tables are presented. 


Guu, J. B. Variations in the numbers of live stock and in the production of meat 
in the United Kingdom during the war. Journ. Royal Stat. Soc., July, 1920. Pp. 
32. A statistical study, including cattle, sheep, and pigs. 


Hannan, A. J. Land settlement of ex-service men in Australia, Canada, and the 
United States. Journ. Comp. Legis. & Intern. Law, Oct., 1920. Pp. 138. A con- 
sideration of legislation proposed and that enacted in the three countries. 


Hacvue, F. Immigrant conditions under the maple leaf: Soldier settlements. United 
Empire, Oct., 1920. Pp. 4. A summary of soldier land settlement legislation in 
Canada. 


Harpy, M. Suggestions towards a national policy for agriculture. Sociol. Rev., 
Autumn, 1920, Pp. 9. A plea for a complete agricultural survey as a basis for 
developments. 
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Hissanp, B. H. and Biacx, J. D. Farm leasing systems in Wisconsin. Wis. Agri. 
Exp. Sta., Research Bull. 47, Oct., 1920. Pp. 60. A discussion of the facts to 
consider in leasing farms, with two lease contracts. 


Kwicut, M. M. Peasant codperation and agrarian reform in Rowmania. Pol. Sci. 
Quart., Mar., 1920. Pp. 29. The evolution of rural credit and coéperative effort, 
and reforms initiated since the war. 

Dept. 


Moorenovuse, L. A. and Cooper, M. R. The cost of producing cotton. U. 8. 
Agri., Bull. 896 (1920), Nov., 1920. Pp. 59. An analysis of costs and methods 
of growing cotton, from 842 survey records, for 1918. Fifty-seven tables. 


Novunsz, E. G. Harmonizing the interests of farm producer and town consumer. 
Journ. Pol. Econ., Oct., 1920. Pp. 33. City and country interests contrasted, with 
suggestions for adjustment. 


Rocca, G. L’occwpazione dell terre “incolte” da parte delle associazioni di agricol- 
tori. Rif. Soc., May-June, 1920. Pp. 32. Organized peasant occupation of un- 
cultivated lands (inaccurately so-called) in 1919, in Italy, statutory action by the 
state in connection therewith, and inferences to be drawn therefrom. 


Sumpicu, F. The condition of agriculture in Germany. Commerce Repts., No. 77, 


Apr., 1920. Pp. 4. Influence of the war on acreage and yields of crops, prices, 
exports and imports, labor, etc. 


Srencer, D. A. Codperative wool marketing. Mo. Sta. Cir. 76, Mar., 1920. Pp. 15. 
The organization and various steps in selling wool codperatively are explained. 


Srewant, G. Can the farms of the United States pay for themselves? Journ. Farm 
Econ., Oct., 1920. Pp. 17. A study of farmers’ savings and land values in 
twenty-one states, from survey data. 


Tayzior, A. E. The wheat situation at home and abroad. Sep., Proc. Assoc., Land- 
Grant Col, Oct., 1920. Pp. 15. The world’s wheat production, factors influencing 
prices, and utilization of the crop. 


Weszex, M. H. The codperative movement in Nebraska. Journ. Pol. Econ., June, 


1920. Pp. 22. A survey of the history and present status of codperative activity 
among farmers in Nebraska. 


Wesrer, P. J. A review of Philippine agriculture and Philippine trade opportunities 
in the United States. Philippine Agri. Rev., 18 (1920), no. 1. Pp. 90, A review 
of agricultural progress in the Philippines in the last nine years, and opportuni- 
ties for agriculture development in the future. Ten plates. 


Wuargp, J. D. Agriculture and prices. Journ. Farm Econ., Apr. 1920. Pp. 13. 
Forces and factors determining price levels, with application to the milk industry 
of New England. 


Wriarp, R. The cost of producing wheat and other crops in North Dakota in 1919. 
N. Dak. Sta. Bull. 142, Sept., 1920. Pp. 20. Cost data for the study are from 
surveys, cost accounts, and from farmers at farmers’ meetings. Detail costs 
presented. 


Belgium and France: The food supply of Belgium and of the invaded regione of 
France during the war. Intern. Rev. Agri. Econ., July, 1990. Pp. 15. The work 
of the Commission for Relief in Belgium and northern France. 


Farm tenancy and rural credits. Ul. Legis. Ref. Bur., Constitutional Conv. Bull. 15, 
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1919. Pp. 44. A discussion of farm tenure in Illinois and systems of rural credit, 
including first mortgage and second mortgage systems, and short-time credit. 


France: The grain and-meat supply during the war. Intern. Rev. Agri. Econ., 
June, 1920, Pp. 12. A summary of government restrictions on the use of grains 
and meat during the war. 


Germany: Agricultural codperation during the war. Intern. Rev. Agri. Econ. Aug., 
1920. Pp. 14 A consideration of the general development and changed activities 
of agricultural codperative societies during the war. 

Germany: Agricultural credit sucieties during the war. Intern. Rev. Agri. Econ. 


Sept., 1920. Pp. 19. A review of the development and activities of the German 
agricultural credit societies. Fourteen tables. 


Japan: The food supply question and the national policy of home production. 
Intern. Rev. Agri. Econ. Aug., 1920. Pp. 11. A discussion of the needs of addi- 
tional food and government policy for meeting the needs, 


The principles of codperative marketing as illustrated by California experience. 


Intern. Rev. Agri. Econ. June, 1920. Pp. 11. An inquiry into the reasons for 
success and failure in codperative marketing. 


Railways and Transportation 
(Abstracts by Julius H. Parmelee) 


Acworth, W. M. The financial position of the English railways. Ry. Age, Dec. 
17, 1920. Pp. 2. 


Aux, G. Sur les chemins de fer frangais. Rev. Pol. et Parl., Nov, 10,-1920. Pp. 17. 


Aamsrraone, A. H, The advantages of the modern electric locomotive. Gen. Elec. 
Rev., Nov., 1920. Pp. 8. Argument for electrification of railways. 


Arrensuny, W. W. The railroad labor situation. Ry. Rev., Dec. 11, 1920. Pp. 6. 
Opposes closed shop, sympathetic strikes, restriction on production; advocates 
steady employment at good wages, a voice in determining working rules and 
regulations, and a fair share of profits after capital is rewarded. 


Barcu, C. F. Rehabilitating our railroad organizations, Ry. Age, Dec. 24, 1920. 
Pp. 3. The problem of morale. 


Benanrett, G. The value of full and accurate statistics. Ry. Gaz. (London), Sept., 
21, 1920. Pp. 3. As shown in British war transportation work in France. 


Braprorp, E. A. Dangerous shoals in Shipping Board's rate-making course. An- 
nalist, Dec. 6, 1920. Pp. 2. 

Capoux, G. Quelle est la situation des chemins de fer de la Russie? L’Econ. Franc., 
Sept. 25, 1920. Pp. 2. 

Cuyter, T. D. Financial situation of the railroads and its effect on improvement 
policies. Engg. News Record, Jan. 6, 1921. Pp. 3. Record for 1920 furnishes 
basis for optimism for 1921. 


Dunn, S. O. The figures of Mr. McAdoo. Nation’s Business, Dec., 1920. Pp. 2 
Analysis of railway operations, March 1 to September 1, 1920, the guaranty period. 


E.uorr, H. The railroads make good. Nation’s Business. Jan, 1921. Pp. 2. An- 
alysis of railway efficiency in 1920, by chairman of Northern Pacific Railway. 
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Escu, J. J. The Transportation act on trial. Savings Bank Mo. Journ., Jan, 1991. 
Pp. 8. By the chairman of the House Committee on Interstate Commerce. 


Franavut, F. Les moyens de transport et les progrés de la civilisation, Rev. Trimes- 
trielle Canadienne, Sept., 1920. Pp. 11. 


Genner, C. W., Jn. The rail situation, Ry. Rev., Dec. 4, 1990, Pp. 4 Shortage 
of rails to put tracks in good condition amounts to 10,000,000 tons, — 


Gorvoy, H. H. Traffic as a science: a general survey. Mod, Trans, (London), Nov, 
13, 1920. Pp. 3. 


Gray, C. R. A new era in railroad operation. Ry. Journ., Dec, 1990. Pp. 3 A 
railway man’s views of the Transportation act. 


Gurnem, A. G. The transportation problem in the coal industry. Ry. Age, Dec. 
$1, 1920. Pp. 4. 


Jennines, H. J. Our insolvent railways, Fortn. Rev., Sept., 1920. Pp. 19%. The 
financial situation of the British railways. 


Kaurrscunirr, J. What the future holds in store for the railroads of the United 
States. Econ. World, Dec. 18, 1920, Pp. 3. Address by chairman of Southern 
Pacific Company. 


Liesse, A. Le futur régime des chemins de fer et le erédit de PEtat. L’Econ. 
Frang¢., Nov. 13, 1920. Pp. 3. 


Marxuam, C. H. The codrdination of rail and water transport. Ry. Age, Dec. 11, 
1920, Pp. 4. 


Munn, G. G. The evolution of railroad coéperation. The Chase, July, Aug., 1990. 
Pp. 8, 8. 
pe Novvion, G. Les comptes des chemins de fer de VEtat en 1918. Journ. des Econ., 
Oct., 1920. Pp. 8. 
Parmeter, J. H. Are the railroads coming back? Coal Rev., Oct. 27, 1920. Pp. 4. 
Author’s answer is affirmative. 
. Railway maintenance in 1920, Engg. News Rec., Jan, 6, 1921. Pp. 4. 
Condition of railway plant and equipment improving. 
Railway revenues and expenses in 1920. Ry. Age, Jan. %, 1921. Pp. 
4. Record-breaking traffic, revenues, expenses, wages, and taxes, but smallest net 
income in over thirty years. 


Review of the railway year 1920. Coal Rev., Jan, 5, 1921, Pp. 4. 
Parsons, W. B. The economic aspect of terminals, Ry. Rev., Dec, 18, 1920, Pp. 3. 
Payne, J. L. Railway developments in Canada in the year 1920. Ry. Age, Jan. 7, 
1921. Pp. 3. High gross, but low net earnings. 
Pescuaup, M. Le futur régime des chemins de fer. Le Monde Econ., July 24, 81, 
Aug. 7, 14, 1920. Pp. 2, 2, 3, 3. 


The new by-laws of the French railways. Bull. Intern. Ry. Assoc., 
Nov., 1920. Pp. 15. Sketches financial relation of French railways to govern- 
ment in the past, and analyzes proposals for future. 


. Present condition of the French railways, Ry, Age, Jan. 7, 1921. 
Pp. 3. Reconstruction retarded by large operating deficits, 
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Prant, L. G. The locomotive terminal as an operating factor. Ry. Age, Nov. 19, 
26, Dec. 3, 1920. Pp. 3, 3, 4. 

Post, G. A. Home rule for the railroads. Nation’s Business, Jan., 1921. Pp. 2. 
Creation of national boards of railway labor adjustments opposed. _ 


Paice, A. Railway operation and maintenance under divisional organization. Proc. 
Central Ry. Club, May, 1920. Pp. 7. With diagram. 


Putten, J. The Canadian Express Company's history. Can. Ry. & Marine World, 
Oct., 1920. Pp. 2% | 


Rua, F. Railway valuation, Ry. Rev., Oct. 30, Nov. 20, 27, Dec, 11, 1920; Jan. 
1, 8, 15, 1921. Pp. 3, 5, 5, 4, 5, 6, 6. Twelfth to seventeenth articles in a series 
abstracted in September and December issues of this Review. 


SuraPNett-Smitn, E. S. Economics and codrdination of transport by road. Mod. 
Trans. (London), Dec. 4, 1920. Pp. 3. Rail and highway transportation com- 
pared historically and statistically. 

Tuayer, R. E. English railway developments during 1920. Ry. Age, Jan. 7, 1921. 
Pp. 7. Higher rates and greater traffic; future form of control under consider- 


ation. 


Tuom, A. P. The reconstruction of railway transportation. Ry. Age, Oct. 29, 
1920. Pp. 3. 


Vutemin, A. La crise des transports. Bull. de la Chambre de Commerce de Paris, 
Oct. 23, 1920, Pp. 43. Suggested changes in French railway organization. 

von VortcKer. German transportation and communication, Annals, Nov., 1920. 
Pp. 11. Prewar, wartime, and future phases of German railway situation. 


Warxer, H. A. On the question of slow-freight trafic. Bull. Intern. Ry. Assoc., 
Nov., 1920. Pp. 12. Deals primarily with British railways. 


Warrietp, S. D. Problems of transportation yet not specifically provided for. Mo. 
Bull, Nov., 1920. Pp. 8. 


Wermavucn. Railway transportation in Germany. Annals, Nov., 1920. Pp. 4. Effect 
of war on German railway mileage, equipment, and operations. 


Wuirenton, W. M. The present railway condition in Mexico. Ry. Age, Jan. 7, 
1921. Pp. 2. Capital and equipment needed. 


Wiitarp, D. Transportation act as solution of railroad problem, Ry. Age, Nov. 5, 
1920. Pp. 8. 


Wo.txer, W. S. Importance of the human element in railroading. Ry. Age, Oct. 
22, 1920, Pp. 4. The problem of morale. 


Yat-sen, S. A Chinese plan for Chinese railway development. Far East. Rev., Oct., 
Nov., 1920. Pp. 4, 8. Continuation of discussion of proposed plan. 


Annual report of Interstate Commerce Commission. Ry. Age, Dec. 10, 17, 1920. Pp. 
5, 4. Digest of commission’s thirty-fourth annual report to Congress, 1920. 


Argentine railway progress. Ry. Gaz. (London), Dec. 24, 1920. Pp. 3. Marked 
recovery in 1919-20. 


British railways and the war. Ry. Gaz. (London), Sept. 21, 1920. Pp. 9. War 
organization and operations of British railways. 
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China’s effort to recover control over the Chinese Eastern Railway. Far East Rev., 
Nov., 1920. Pp. 2. 


Future of British railways. Ry. Gaz. (London), Dec. 24, 1920. Pp. 8. Memorandum 
by Federation of British Industries. 


Increase in passenger car orders continues, Ry. Age, Jan. 7, 1931. Pp. 8. Equip- 
ment situation improved during 1920, 


I. C. C. orders increased in intrastate rates. Ry. Age, Nov. 96, 1990. Pp. 4. Digest 
of decision of I. C. C. overruling rate decision of N. Y. Public Service Commission, 


Locomotive orders show increase in 1920. Ry. Age, Jan. 7, 1991. Pp. 7. Orders 
and deliveries below average. 


The Mediterranean line of communication. Ry. Gaz. (London), Sept. 21, 1920. Pp. 
7. Overland route to the East, developed by British in the war. 


New construction conspicuous by its absence. Ry. Age, Jan. 7, 1991. Pp. 7. A 
new low record in railway building for 1990, 


The next step toward preventing depressions. Ry. Age, Jan. 7, 1921, Pp. 6. With 
diagrams to show effect of railway purchases on business stability. 


Operation of British and United States railways compared. Ry. Age, Nov. 96, 
1920, Pp. 3. 


Organization and work of the transportation directorate. Ry. Gaz. (London), Sept. 
21, 1920. Pp. 6. British railway management in the war; Directorate-General of 
Military Railways. 


The Palestine campaign, Ry. Gaz. (London), Sept. 21, 1920. Pp. 10. With special 
reference to railway construction and operation. 


Purchases of freight care in 1920. Ry. Age, Jan. 7, 1921. Pp. 7%. Improvement 
over 1919, but below normal. 

Railroad Labor Board's report on wages of railroad employees, 1920. U.S. Mo. 
Labor Rev., Nov., 1920. Pp. 7. te of compensation per month, excluding offi- 
cials, has increased from $77.93 in 1917 to $141.28 in 1920 or 813 per cent. 

Railroad power of rehabilitation returning. Ry. Age, Jan. 7, 1981. Pp. 4. 

Railways in the great war. Central Argentine Ry. Mag., Aug., Sept., Oct., 1920. 
Pp. 3, 5, 4. 

The railways of Mesopotamia. Ry. Gaz. (London), Sept. 21, 1990, Pp. 19. British 
operations in the Bagdad campaign. 

Resultats obtenu en 1919 sur les réseaua des cing compagnies principales des chemins 
de fer francais. Rev. Gen. des Chemins de Fer, Dec., 1920. Pp. 4. 

Statistique des chemins de fer et tramways Néerlandais pour Pannée 1918. Bull. 
des Transports Intern. par Chemins de Fer, Oct., 1920. Pp. 2. 

Transportation conditions during the year 1920. Ry. Age, Jan. 7, 1921. Pp. 6. 
Improvement in operating efficiency. 


Commerce 
(Abstracts by Harry R. Tosdal) 


Aucocx, F. J. Past and present trade routes to the Canadian Northwest. Geog. 
Rev., Aug., 1920. Pp. 27. Traces improvements in trade routes to Canadian 
Northwest from the time of the Indian hunter to the present day. 
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Austin, O. P. Is our foreign trade prosperity fictitious? 1920 compared with 1914. 
Americas, Oct., 1920. Pp. 5. Three-quarters of exports and imports of United 
States can be expressed in pounds: on this basis, exports in 1920 were only 35 per 
cent greater than in 1914, while stated value was 225 per cent higher; imports 
increased about 66 per cent, value 244 per cent. 


B. B. Commerce of the gold coast. Comm. Mo., Nov., 1920. Pp. 5. Statistical 
study showing that since 1910 basis of foreign trade of Gold Coast has been agri- 
culture, gold taking second place. 


Birxett, M. S. The iron and steel trades during the war. Journ. Royal Stat. Soc., 
May, 1920. Pp. 41. Comprehensive history of iron and steel in England, France, 
and the United States during the war. Suggests means of enabling England to 
meet foreign competition. 


Bosanquet, H. The race for the Chinaman’s nightcap. Econ. Journ., Sept., 1920. 
Pp. 13. Says that world seems to be following teachings of Fichte and other Ger- 
man philosophers. “It is the imperative need for a real international harmony 
which forms the strongest argument for complete freedom of trade from artificial 
restrictions in the supposed interests of industry.” 


BropvericK, J. A. International coal trade, Comm. Mo., Oct., 1920. Pp. 10. United 
States and United Kingdom are the only countries of the world with sufficient 
coal to operate their industries at capacity during present winter. World’s coal 
shortage is one of the most serious results of wastefulness of war. 


Hammonn, M. O. Canada’s fast growing trade with the United States. Mag. of 
Wall St., Nov. 27, 1920. Pp. 2. “War bulge hardly lost, despite adverse exchange 
rate.” Canada fears new Republican tariff policy. 


Haraincton, W. J. Tariff law incongruities. World’s Markets, Nov., 1920. Pp. 4. 
Gives examples of burdensome technicalities of present tariff law. 


Jones, E. The Webb-Pomerene act. Journ. Pol. Econ., Nov., 1920. Pp. 14. Traces 
conditions necessitating passage of the act, progress of bill through Congress, and 
describes provisions. In conclusion states several well founded objections to ex- 


port combinations with pessimistic view as to success of the act from viewpoint 
of public welfare. 


Puorrt, R, It eredito alPesportazione e i sistemi di assicurazione dei crediti com- 
merciali, Riv. del Soc. Comm., July-Aug., 1920. Pp. 17. 


T, L. C. Zine trade of the world. Comm. Mo., Nov., 1920. Pp. 5. Because of the 
war, United States has become leading source of world’s zinc. 


Turpzau, J. La stabilité financiére rétablie par le libre-échange (rapport de M. 
Yves Guyot 4 la conference internationale du libre échange). Le Monde Econ., 
Nov. 20, 1920. Pp. 3. The more trade in goods and services is facilitated, the 
less important will be the réle played by currency; the more fluctuations of ex- 
change are diminished, the greater will be the financial stability between the va- 
rious countries. The true strength of the banks depends on their commercial loans 
and discounts, not on the relation of their metallic reserve to their issue of notes. 


Payen, E. Le coton em 1919-1920. L’Econ. Frang., Sept. 25, 1920. Pp. 3. Sta- 
tistical study of production and consumption of cotton for various countries over 
a period of years, and prices of cotton in New York market from 1888 to 1920. 


Vocrr, E.H. Dewtsch-Oesterreichs Stellung im Weltverkehr auf Grund des Fried- 
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ensvertrages. Weltwirtsch. Archiv, Jan., 1920. Pp. 30. German-Austrian position 
in world trade depends entirely upon ability to conclude stable agreements with 
neighboring states for the essential quantities of fuel and foodstuffs. Criticizes 
various provisions of treaty. 


Wensenc, H. Verkehrefreiheit und Vélkerbund. Weltwirtsch. Archiv, Apr., 1990. 
Pp. 13. Discusses various proposals to restore and extend international traffic 
arrangements and trade agreements to facilitate commerce with reference to the 
League of Nations. 


Wurrmay, P. P. American trade with China, past, present and future. Americas, 
Sept., 1920. Pp. 8. Description of possibilities of Chinese market. United States 
had about 16.5 per cent of world’s trade with China in 1919; necessary to create 
new demands there. 


ZincAu, G. Gli aspetti economico-statistici del problema della carne congelata. Rif. 
Soc., July-Aug., 1920. Pp. 36. How the importation of foreign meats into Italy 
arose during the war, and what its major consequences have been. 


The diamond trade. Comm. Mo., Dec., 1920. Pp. 4. British South Africa has al- 
ways produced about four fifths of world’s diamonds, Diamond market is most 
completely controlled of all commodity markets. 


India an increasing market for American-made goods. Americas, Aug., 1920. Pp. 6. 
Inability of Great Britain to supply Indian customers and elimination of Germany 
left well prepared trade field open to attack from other manufacturing nations. 
Complications in respect to currency make necessary expert banking assistance. 


Jute manufactures. Comm. Mo., Oct., 1920, Pp. 7. Gives figures of India’s jute 
manufactures and imports. 


Near eastern trade field one of great future possibilities. Americas, Nov., 1920. 
Pp. 8. Brief description pointing out certain Near Eastern market characteristics 
and needs. 


The port of Baltimore. World’s Markets, Nov., 1920. Pp. 5. Points out the many 
advantages of Baltimore as a port. 


Public Utilities 
(Abstracts by Charles S. Morgan) 
Appinsett, H. M. Utility is people’s business. Rev. Revs., Dec., 1920, Aera, Jan., 
1921. Pp. 6, 6. Argument that their essential nature entitles utilities to sympa- 
thetic support of the public. 


Atwyn-Scumipr, L. W. Lack of easily accessible information on financial standing 
a handicap to gas industry financing. Am. Gas Engg. Journ., Sept. 25, 1920. 
Pp. 3. A consideration of the criteria of safe and profitable investments. 


Buavvett, W. S. Satisfactory service at low rates. Gas Age, Nov. 10, 1990. Pp. 2. 
Novel suggestion is made that public acquire ownership of gas distribution systems 
through taxation of adjacent land and that the regulation of the gas industry be 
left to potential competition. 


Dana, E. City prosperity and the trolley. Aera, Dec. 1920. Pp. 6. Argument 
that street railways, if they are to be of maximum usefulness, must be treated 
as possible agencies and assisted accordingly. Brief reference to experience with 
public subsidies in Massachusetts. 
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(Daves, H. J. Cost-of-service accounting. Elec. Ry. Journ., Oct. 16, 1920. Pp. 5. 


Discussion of some particulars in which it is thought the Cleveland service-at-cost 
franchise could be improved. 


E.mes, C. F. Utility regulation and rate of return. Elec. Ry. Journ., Oct. 16, 1920. 

Pp. 5. Objection is registered to regulation of public utilities and non-regula- 
tion of other industries; consideration of effects of regulation on financial and 
managerial problems. 


Fut, E. M. The electric railway budget. Elec. Ry. Journ., Dec. 25, 19290. Pp. 2. 
Detailed description of budget system in use on Boston Elevated Railway. 


Gavt, A. Jn. Popular utility misconceptions. Aera, Jan., 1921. Pp. 4. Discussion 
by a member of New Jersey commission of certain aspects of utility financing and 
management, particularly the holding company, which the public finds it difficult 
to understand. 


Granam, G. M. The motor vehicle as an ally. Aera, Nov., 1920, Elec. Ry. Journ., 
Oct. 16, 1920. Pp. 9, 4. Discussion by a manufacturer of automobiles of the 
respective spheres of electric railway and motor transportation. 


Jacxsox, C. D. Strengthening the utilities. Elec. World, Oct. 23, 1920. Pp. 2. 
Discussion by chairman of Wisconsin Railroad Commission of some principles 
which should guide in the management and regulation of utilities. 


Jackson, J. F. The Boston “L’’ and state control. Aera, Jan., 1921. Pp. 7. In- 
teresting account by chairman of board of public trustees of the history, accom- 
plishments and future problems of this important experiment in public manage- 
ment, 


Jackson, W. Zone fares for street railways. Their relation to housing congestion 
and company finances, Nat. Munic. Rev., Nov., 1920. Pp. 6. Argument that 
properly developed distance-fare system will relieve, not create, congestion, and 
conduce to the maximum serviceability of street railways. 


McNutt, R. S. Rport of Committee on Utilities to League of Iowa Municipalities. 
Am. Munics., Nov., 1920. Pp. 2. A brief review of some of the arguments often 
advanced against state regulation. 


Menves, H. E. Financial problems confronting utilities during reconstruction period. 
Elec. Ry. Journ., Oct. 16, 1920, Aera, Nov., 1920. Pp. 2, 5. No specific solution 
for difficulties of electric railway industry other than education of the public and 
economy. 


NasH, L. R. Valuation for rate-making purposes. Stone & Webster Journ., Dec., 
1920. Pp. 19. The present level of prices is held to be relatively permanent and 
to be entitled to recognition in the ascertainment of fair value. 


The renaissance fare. Stone & Webster Journ., Oct., 1920. Pp. 6. 
The ten-cent fare should be the ultimate objective of the electric railway industry. 


Smrru, W. M. Adequate service—suficient rates. Gas Age, Oct. 25, 1920. Pp. 6. 
A general survey by the chairman of the recently created Michigan Public Utili- 
ties Commission of the problems of regulation. 


Warren, P. B. The justice of current-cost valuations. Elec, World, Dec. 25, 1920. 
Pp. 2. Argument that justice to investors requires correction of valuation basis 
for fluctuations in purchasing power of money. 
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Wucox, D. F. Effect of fare increases upon street railway trafic and revenue. 
Nat. Munic. Rev., Oct., 1920. Pp. 3. Extended statistical analysis shows that 
fares cannot be increased greatly without resulting in a less than proportionate 
increase in revenues and in serious impairment of usefulness of street railways. 


. Service-at-cost in local transportation. Nat. Munic. Rev. Dec., 
1920. Pp. 7. A critical analysis, from public viewpoint, of Federal Electric 
Railways Commission’s pronouncements on service-at-cost as a remedial form of 
regulation. 


Working capital in street railway valuation. Ann. Am, Acad., 
Suppl., Nov., 1920. Pp. 24. An extended analysis of recent cases involving al- 
lowance for working capital. Conclusion is reached that no allowance for perma- 
nent working capital should be included in a valuation for rate-making purposes 
of the property of a fully developed, self-sustaining street railway. 


Extent of the constitutional right to a review of rate orders of public utility com- 
missions. Law Rev., Jan., 1921. Pp. 3. A review of recent decisions of the 
United States Supreme Court. 


Fare trend is toward ten cents. Aera, Dec., 1920. Pp. 13, The fares charged in 
cities of over 25,000, herein set forth in detail, are generally on the higher levels 
and are said not to have caused any permanent falling off in the riding habit. 


How the zone fare has made good at San Diego. Elec. Ry. Journ., Nov. 13, 1990. 


Jitneys and the public interest. What they think of the jitney. Aera, Dec., 1920. 
Pp. 23. A collection of pronouncements by public officials on the evils of jitney 
competition. 


Municipal street cars fail at Seattle. Pub, Service, Oct., 1920. Pp. 4. Criticism of 
results obtained by Seattle’s municipally owned trolleys. 


New York utility commission at work. Elec. Ry. Journ., Nov. 13, 1920. Pp. 8. 
Interesting detailed description of work of New York first District Public Ser- 
vice Commission. 


VPublic officials on service-at-cost. Elec. Ry. Journ. Dec. 4, 1920. Pp. 4 No 
unanimity in the views of public officials on service-at-cost, as here set forth, 


The public service commission of the Bay State. Elec. Ry. Journ., Dec. 25, 1920. 
Pp. 7. Interesting account of the historical development of Massachusetts regu- 
latory machinery and of the activities of the present Department of Public 
Utilities. 


San Francisco finds municipal ownership losing venture. Pub. Service, Oct., 1920. 
Pp. 4. Criticism of San Francisco’s municipal trolley lines. 


v Service-at-cost agreements. XI. New York State Railways at Rochester. XII. The 
Community Traction Company of Toledo, Ohio, Aera, Dec. 1920, Jan., 1921. 
Pp. 5, 9. Further instalments in a series of detailed uniform analyses of service- 
at-cost franchises. 


Street-railway problems. Am. Pol. Sci. Rev., Nov., 1920. Pp. 9. A useful survey 
of recent developments. 


Transportation for Greater New York. Elec. Ry. Journ., Nov. 27, 19290, Pp. 11. 
Abstract of a recent discussion, from a number of points of view, of New York 
transportation problem. 
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Accounting 
(Abstracts by Martin J. Shugrue) 

Guerre, H. P. Quantitative analysis of all factors that affect average prices and a 
formula for predicting price changes. Engg. & Cont. Apr. 7, 1920. Pp. 22. 
“The level of commodity prices and wages will not descend permanently below 
one and three fourths times the pre-war level for many years to come.” 


Hawkins, L. G, Reconciling depreciation and appraised values of industrial equip- 
ment. Engg. Mag., Sept., 1920. Pp. 3. Numerous instances that have arisen in 
computing federal income and excess profits taxes have shown wide discrepancies 
between the book values of industrial equipment and the appraised values ascer- 
tained by an engineering survey. 

Hut, J. H. Information desired by a banker. Journ. Account., Nov., 1920. Pp. 5. 


How a banker analyzes a credit statement and what information the statement 
should contain. 


Jacxson, J. H. Neglected commercial discounts. Journ. Account., Nov. 8, 1920. 
The element of discount should be added to the real sales or purchases to de- 
termine the net sales revenue or purchase outgo of the period. 

Konopak, L. T, Factory costs. Journ. Account., Nov., 1920. Pp. 9. Describes a 
cost system for a factory manufacturing transmissions, 

Mrrcnett, P. D. Accounting for income in eleemosynary institutions. Journ. Ac- 
count. Nov., 1920. Pp. 9. Rising costs have produced serious problems of ac- 
counting significance in the case of institutions whose income largely arises from 
long-term investments. 

Paton, W. A. Interest during construction, Journ. Pol, Econ., Oct., 1920. Pp. 16. 
The viewpoints of the economist and accountant must of necessity be very dif- 
ferent. There are important reasons why, for purposes of the balance sheet, con- 
struction and other property accounts should not contain interest charges. 


SracxnHovuse, G. F., Jn. Accounting for the tungsten industry. Pace Student, Dec., 
1920. Pp. 5. 


Wucox, D. F. Working capital in street railway valuation, Ann, Am. Acad., Nov., 
1920. Pp. 24. Street railways are not to include working capital as a part of 
their rate base. 


Some notes on the negotiation of foreign bills, Bankers’ Mag. (London), Dec., 1920. 
Pp. 7. The consideration of the subject of negotiation of bills involves several 
new factors, affecting the position of both customer and banker, which do not 
arise in the case of collections. 

Suggestions for professional conduct, Pace Student, Dec., 1920. Pp. 3. Most of 
the leading professional accountancy firms have codes of conduct which all mem- 


bers of their staffs are required to observe. One of the most comprehensive is 
that of Haskins & Sells, reproduced in this article. 


Labor and Labor Organizations 
(Abstracts by David A. McCabe) 

Brown, J. Industrial cqurts in Australia, Journ. Comp. Legis., Oct., 1920. Pp. 20. 
The need for industrial courts, the nature of the problems to be dealt with by 
them, and the causes of the failures of the Australian industrial courts in cer- 
tain respects. 
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Cantono, A. Le organizzazioni professionali ed i corpi consultivi e deliberativi del 
lavoro. Rev. Intern., Sept.-Oct., 1920, Pp. 11. Discusses a method of developing 
and rendering effective organizations of occupational groups. 


Cuenzry, W. L. Labor and codperation. Survey, Oct. 9, 1990. Pp. 3. The activi- 
ties of unions in consumers’ codperation and coéperative credit. 


Peace in printing. Survey, Dec. 27, 1990. P. 1. The attempt to 
reach adjustments with the aid of scientific experts. 


Emenson, H. The bases of Emerson incentive, Indus, Manag., Dec., 1990. Pp. 4. 


A defense of the Emerson system of payment in reply to “Comparison of wage 
incentive systems,” by L. V. Estes in Industrial Management for September. 


Esres, L. V. Comparison of wage incentive systems, Indus. Manag. Sept. 1990. 
Pp. 8. Favors the 100 per cent premium plan for routine work. 


Famcumup, H. P. Will the wage system last? Unpartizan Rev., July-Sept., 1990. 
Pp. 20. Indications are that it will not. Failure to find method of determining 
wages that are demonstrably equitable and the desire of workers for share in 
control point to modification of the system. 


Fercuson, W. B. Production methods in shipbuilding. V. How incentive systeme 
increase output. Indus. Manag., Dec., 1920. Pp. 4 Compares results obtained 
with piece work, the Halsey premium system, and the 100 per cent premium plan. 


Francxe, E. Die erste Aligemeine Arbeitskonferenz des Friedensvertrage. Welt- 
wirts. Archiv, July, 1920. Pp. 14 Descriptive account of proceedings of inter- 
national labor conference, with special reference to Germany. 


Die Organisation der Arbeit im Friedensvertrag und tm Voélker- 
bund. Weltwirts. Archiv, Jan., 1920. Pp. 15. Welcomes the labor provisions of 
the treaty and advocates German and Austrian admission to the international 
labor conference. 


Fouuter, R. G. Child labor and the constitution. Weekly Rev., Sept. 99, 1990. Pp. 9. 
Federal constitution should be so omentet as to permit the adoption of an ade- 
quate national child labor law. 


Houets, F. W. An analysis of the 1919 accident experience of the Industrial Com- 
mission of Wisconsin. Wis. Safety Rev., Nov., 19290. Pp. 5. 

Jounson, E. M. The 48-hour law in Massachusetts. Survey, Oct. 98, 1990. Pp. 9. 
One year of operation shows favorable results. 

Keer, A. E. Labor’s opportunity. Forum, Nov., 1920, Pp. 7. Urges codperation 
with employers. 

Lasx1, H. J. The British coal dispute. Survey, Oct. 23, 1920. Pp. 9. 


Levi, O. Metodo di partecipazione al profitto e nuove forme di salario. L’Econo- 
mista, July 25, 1920. Pp. 4. 


Mansu, E. P. Wage adjustments in California oil fields, Mo. Labor Rev., Oct, 
1920. Pp. 15. Account, by a member of the President’s Mediation Commission, 
of workings of the agreement made by the commission with the employers and 
with the workers’ organization, separately, in 1917 and since renewed. The text 
of the agreement for 1920-1921 is included. 


MarsHatt, L. C. Incentive and output: a statement of the place of the personnel 
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manager in modern industry. Journ. Pol. Econ., Nov., 1920. Pp. 22. The per- 
sonnel manager must arouse in the workers the “will to do.” Wage systems alone 
will not accomplish it. 


Maytanper, A., compiler. Recent collective agreements and wage awards in Ger- 
many. Mo. Labor Rev., Oct., 1920. Pp. 11. 


Maytanper, A., compiler. Woman labor in Germany during the war. Mo, Labor 
Rev., Nov., 1920, Pp. 15. 


Merairr, W. G. Social control of industrial strife. Unpartizan Rev., Jan.-Mar., 
1921. Pp. 19. Classifies the strikes which should be considered illegitimate and 
suggests measures for dealing with them. 


Mortenson, C. E. Wages of women employed as cleaners, maids, and elevator oper- 
ators in buildings and theatres in the District of Columbia. Mo. Labor Rev., 
Nov. 1990. Pp. 7. 


Noyes, C. R. The economics of trade unionism. No. Am, Rev., Jan., 1921. Pp. 9. 
The gains of organized workers are made at the expense of the non-unionists and 
the public, not at the expense of the employers. 


Ossorn, C. Progress in the factory. Charity Organ. Rev., Nov., 1990. Pp. 11. Com- 
ments on the report of the chief inspector of factories for 1919. 


Sacco, I. M. Razze, nazioni, stati nel congresso internazionle del lavoro. Riv. 
Intern., Aug., 1920. Pp. 5. Author attended the international labor conference 
at Washington and records his reactions. 


Scanca, G, Il controllo operaio nelle fabbriche. Suppl. Econ. del Giorn. del Tempo, 
Nov. 5, 1920. Pp. 2 


Seacern, H. R. The present industrial situation in the United States. Survey, Jan. 
1, 1921. Pp. 4. Deals chiefly with unemployment and the closed versus the 
open shop issue. 

Sucuter, S. H. Industrial morale. Quart. Journ. Econ., Nov., 1920. Pp. 25. Finds 
the causes of low morale of employees in prevalent policies of employers and, 


fundamentally, in exclusion of employees from participation in direction—and 
returns, 


Soutz, G. Labor’s impending battle. New Repub., Nov. 17, 1920. Pp. 3 The 
trade unions generally will face the employers with the handicap of out-of-date 
policies; progressive leadership is needed by the workers. 


Tawney, R. H. The British coal situation. New Repub., Nov. 10, 1920. Pp. 8. 
The miners’ demands have more merit than the proposals of the government. 
The present organization of the industry has been irretrievably discredited. 


Tuomas, C. Seatile’s new labor policy. Am. Rev. Rev., Nov., 1920. Pp. 5. Highly 
favorable account of the policies inaugurated by the Labor Relations Committee 
of the Chamber of Commerce; these are based on shop representation and scien- 
tific management. 

Tuomas, E, H, C. The “shop committee” cure for industrial unrest: how the golden 
rule works in a Washington lumber mill. Am. Rev. Rev., Oct., 1920. Pp. 4. 


Town, J. D. Common labor responds to incentives. Satisfactory results of intro- 
ducing a bonus system in a foundry. Indus. Manag., Dec., 1920, Pp. 3. 
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Vorsze, M. H. Derelicts of the steel strike. Survey, Dec. 4, 1920. Pp. 4. Accounts 
of individual cases. Followed by the steel company’s reply. 


Warxins, M. W. The labor situation in Detroit. Journ. Pol. Econ, Dec., 1920, 
Pp. 18. Deals with the causes of the lack of organization among employees, the 
policies of the employers, the conditions of labor and the attitude of the employees, 


Wuus, H. E. The emancipation of labor. Quart. Journ. U. of N. Dak., Oct. 1990, 
Pp. 18. Favors giving labor a share in control equal to that of capital. 


Woorren, T. J., Jn. The negro and industrial peace, Survey, Dec. 18, 1990. Pp. 9. 


Award of the Anthracite Coal Commission and resultant wage rates. Mo. Labor 
Rev., Oct., 1920. Pp. 18. Includes full text of the majority report of the com- 
mission, a summary of the minority report, and the text of the agreement made 
between the operators and the union on the basis of the majority report. 


Controllo operaio sulle industrie. L’Economista, 1920, A series of articles under this 
head (labor control of industry) and similar titles growing out of the metallurgi- 
cal disturbance of August and September, appeared in the weekly numbers of this 
journal during the fall of 1920. 


Employer's man or unionist? New Statesman, Sept. 18, 1920. Pp. 9. The dispute 
between the Electrical Trades Union and the Engineering Employer’s Federation 
over the foremen. 


Engineers on hours. Survey, Oct. 30, 1920, P. 1. Testimony of engineers in favor 
of the eight-hour day as against the twelve-hour day. 


Investigation shows unrest of wage earners. Greater New York, Oct, 4, 1920, Pp. 9. 
Study shows high rate of labor turnover in New York City, 


Joint industrial councils in the United Kingdom. Lab. Gaz, (Can.), Oct. 1920. Pp. 


4. A general review of what has been accomplished. Reprinted from the Month’s 
Work of the Ministry of Labour, Aug., 1920. 


Labor legislation of 1920. Am. Lab. Legis, Rev., Sept., 1920. Pp. $7. 


League of Nations second international labour conference. Lab. Gas. (Can.), Oct. 
1920. Pp. 14. 


Legislation relating to the regulation and inspection of factories in Canada—a com- 
parison of the various provincial laws on the subject. Lab. Gas, (Can.), Oct. 
1920, Pp. 11. 


La main-d oeuvre étrangére en France. L’Econ Frang., Nov. 6, 1920. Pp. 3. The 
arrangements made for recruiting workmen in other allied countries, and the 


terms of agreements made with the Polish and Italian governments covering the 
employment of their nationals in France. 


New wage schedule for Navy Yard employees. Mo. Labor Rev., Oct., 1990. Pp. 4. 

Protections for seamen: draft conventions and recommendations adopted by the 
international labor conference of the League of Nations (Second meeting). Am. 
Lab. Legis. Rev., Sept., 1920. Pp. 6. 

Report of Federal Electric Railways Commission. Mo. Labor Rev., Oct., 1920, Pp. 
5. Includes full text of the section of the report dealing with labor on street 
railways. 

Self-government in the building industry in Great Britain, Mo. Labor Rev., Oct. 
1920. Pp. 6. Workings of the plan. Based on a report by the Garton Foundation. 
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Some factors affecting the relation between hours and output in Great Britain. Mo. 


Labor Rev., Oct., 1920. Pp. 4. Summary of two recent reports of the English 
Industrial Fatigue Research Board. 


Three shifts in steel. Survey, Dec. 11, 1920. Pp. 2. Favorable testimony of engi- 
neers. 


Money, Prices, Credit, and Banking 
(Abstracts by C. A. Phillips) 


Anverson, B. M., Jn. Europe's floating debt of three and a half billions to private 
creditors in America. Econ. World, Oct. 9, 1920. Pp. 2.. Contends that expan- 
sion in American bank credit during 1919 and 1920 was traceable in large measure 
to the extension of unfunded credit to Europe. 


Austin, O. P. World debts and paper currency continue to increase. Americas, 
Nov., 1920. Pp. 5. Government debts created during the second year of peace 
were confined largely to Europe and especially to newly created states. 


Case, J. H. A study of the federal reserve system during and following the war 
period. Comm. & Finan. Chronicle, Nov. 27, 1920. Pp. 2. A clear and able 
presentation of the part played by the federal reserve system in the solution of 
the financial and credit problems arising out of the war. 


Corerann, M. T. The decline in prices as the first stage of the return to a sound 
basis for business. Econ. World, Oct. 16, 1920. Pp. 3. 


Duncan, A. E. The sale of open accounts receivable. Bankers Mag. (Am.), Nov., 


1920. Pp. 7. A defense of the non-notification plan of assigning accounts receiv- 
able. 


Gernart, W. F. Observations on the price situation obtaining in the United States 
in November, 1920. Econ. World, Dec. 11, 1920. Pp. 4 An illuminating study 
in relative exchange values and their bearing upon the business outlook. 


Grorcuiv, D. J. La situation monétaire de la Rowmaine, Régime sous Voccupation 
ennemie et état actuel. Rev. d’Econ. Pol., Sept.-Oct., 1920. Pp. 12. A docu- 
mentary account. 


Give, Fisher, Rowe, Beauinx. El coeficiente de correccién de la 
moneda, Rev. Econ. Argentina, Mar., 1920. Pp. 6. 


Gucurist, W. R. War finance: a comparison and criticism of the methods adopted 
by the allied and enemy countries. Scottish Bankers Mag., Oct., 1920. Pp. 20. 
A succinct and critical account of the provision of credit and currency, of con- 
trol over the foreign exchanges, of methods of taxation. 

Hammonp, M. O. Canada’s domestic credit situation improving. Mag. of Wall St., 
Oct. 2, 1920. Pp. 3. Some recent developments in the Canadian banking system. 

Herrick, C. Trust department in national banks. Bankers Mag. (Am.), Nov., 
1920. Pp. 5. The tendency toward uniformity in the services rendered by various 


classes of banks has become more and more pronounced under the operation of 
the Federal Reserve act. 


Jaconson, M. and Gorpenweiser, E. A. Developments in the banking field with spe- 
cial reference to federal reserve matters. Quart. Pubs. Am. Stat. Assoc., Sept., 
1920. Pp. 4, Shifting trade conditions combined with the introduction of a new 
exchange and currency system have caused an exportation of silver to get gold. 
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Liessz, A. Le futur emprunt et laccroissement démission de la banque de France, 
L’Econ. Frang., Aug. 14, 1920. Pp. 3. 


Orrotencu, C. Ii.dex-nwmbers of wholesale prices in Italy during the Great War. 
Journ. Royal Stat. Soc., July, 1920, Pp. 10. The construction of a system of 
index numbers, with observations on the variation of wholesale prices during the 
war. 


Preston, H. H. Federal reserve banks’ system of par collection. Journ. Pol. Econ., 
July, 1920. Pp. 25. The development of the system of par collections with special 
reference to the opposition of the exchange-charging banks. 


Rarratovicu, A. L’enquéte monétaire de la Société des Nations. Journ. des Econ., 
Oct., 1920. Pp. 5. 


Roruxecer, W. Untersuchungen Bodenpreise, Mietpreise, und Bodemwer- 
schuldung. Schmollers Jahrb., 44 Jahrgang, 3 Heft, 1920. Pp. 86. 


Scuiopr-Essen, L. Die staatliche Wahrungspolitik im System der Chartaltheorie. 
Weltwirtsch. Archiv, July, 1920. Pp. 13. 


Sumeas, G. F. Some effects of the war on gold and silver. Journ. Royal Stat. Soc., 
July, 1920. Pp. 35. The production of the precious metals in war time, fluctua- 
tions in their prices; lessons of the war in regard to gold and silver currency. 


Srewaat, W. W. Prices during the war, Quart. Pubs. Am. Stat. Assoc., Sept., 


1920. Pp. 9. An account of the inquiry conducted by the Price Section of the 
War Industries Board. 


Szixiat. Das “kapitalistische” und das “kommunistische” Geld. Schmollers Jahrb., 
44 Jahrgang, 3 Heft, 1920. Pp. 18. 


Tavussia, El! coeficiente de correctién de la moneda. Rev. 
d’Econ. Argentina, Apr., 1920. Pp. 3. 

Van Derr, E. C. Abnormal deviations in international exchanges. Econ. Journ., 
Sept., 1920. Pp. 4. 


Van A. S. Das Bankwesen in Niederlandisch-Westindien. Weltwirtsch. 
Archiv, Apr., 1920. Pp. 9. 


Bankers’ advances and deflation. Bankers’ Mag. (London), Dec. 1990. Pp. 9. 
British inflation as reflected in bank balance sheets, and a consideration of the 
effects of contraction. 


The Edge law. What shall we do with it? Bankers Mag. (Am.), Sept., 1920. Pp. 7. 


Die Ergebnisse der schweizerischen Munzenquete vom 25, Februar 1920. Zeitsschr. 
f. schwiez. Statistik, 56 Jahrgang, Heft 2, 1920. Pp. 20. 


Italy: The popular banks. Intern. Rev. Agri. Econ., Mar., 1920. Pp. 6. Their num- 
ber, constituencies, functions, resources, federations. 


Progress of banking in Great Britain and Ireland during 1919. Bankers Mag. (Lon- 
don), Nov., 1920. Pp. 18. The combined total of bank capital and reserves was 
no larger in Great Britain in 1918 than in 1902; between 1918 and 1919 the ratio 
of capital and reserves to callable liabilities fell from 11 per cent to only 6 per cent. 


Wholesale prices of commodities in 1919. Journ. Royal Stat. Soc., July, 1990. Pp. 
18. The rising price level began to lose momentum at the end of 1917. 
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Population and Migration 
(Abstracts by A. B. Wolfe) 


Bevan, E.- Racial equality in migration. Intern. Rev., Nov. 1919. Pp. 7. Treats 

of Asiatic migration and frictions resulting therefrom. The white race probably 
must recognize the need of the yellow races for more territory, or ultimately 
“enter upon a series of frightful race wars.” 


Bonacuea, O. Factores que han influido en la concentracién urbana de la popla- 
cién en Cuba, Rev. Bimestre Cubana, June, 1920. Pp. 9. Classifies the factors 
into religious, defensive, agricultural and industrial, and governmental. Complains 
that adequate historico-statistical data are lacking. 

Bourpon, J. and Béramion, A. La diminution de la natalité en Grande-Bretagne, 


Rev. Intern. de Sociol., Sept.-Oct., 1920. Pp. 11. Non-statistical. Deals with the 
probable causes. 


Darwin, L. Some birth rate problems. Eugenics Rev., Oct. 1920. Pp. 11. Birth 
limitation has had serious dysgenesic effects. If birth control is necessary to pre- 
vent overpopulation, measures must be taken to see that classes with the most 
desirable qualities do not eliminate themselves. 


De Greoto, U. E. Esercito ed emigrazione. I cittadini residenti alfest ero ed it 
nuovo ordinamento militare. Bollettino della Emigrazione, July, 1920. Pp. 16. 


Fiern, v. H. Bevdlkerungsfragen und Nachkriegaufgaben der Bevilkerungspolitik. 
Archiv f. Sozialwis., July, 1920. Pp. 13. To make good the ravages of war on the 
population, what is needed is not a higher birth rate but reduction of mortality 
and better social care for the health of those children who are born. 


Manscue, R. Die Bewegung der sevilkerung und die Ergebnisse der Familiensta- 
tistik im Grossherzogtum Luxemburg. TZeitsch. f. Sozialwis., Aug., 1920. Pp. 32. 
A detailed demographic discussion. 


Quettz, O. Die Spanisch-portugiesische Auswanderung. Schmoller’s Jarhbuch, 
Jahrg. 44, Heft 8. Pp. 32. The sources, ebb and flow, destination, causes, and 
results of Spanish and Portuguese emigration, 1873 to 1916. 

Le mouvement de la population de la France au cours de Vannée 1919 dans 77 de- 
partements (chiffres provisoires). L’Econ. Frang., Sept. 4, 1920. Pp. 3.. Con- 
tains a detailed table showing 217,181 more deaths than births in 1919, and an 
excess of 389,575 births over deaths in 1918. Births in 1918 were 67 per cent, 
marriages 71 per cent, deaths 134 per cent of births, marriages, and deaths, re- 
spectively, in 1913. 

Proposals to ameliorate evils of immigration. Greater New York, Nov. 22, 1920. 
Pp. 4 Opposes further restrictive legislation, but recommends reforms in natural- 
ization, together with more effective measures for education, etc. Asks for a 
national commission to consider plans for the distribution of immigrants. Writ- 
ten largely from the employers’ point of view. 


Insurance and Pensions 
- (Abstracts by Henry J. Harris) 
Cumps, A. E. The accomplishment of the different branches of casualty insurance 
in the United States in 1919. Econ. World, Oct. 28, 1920. Pp. 3. The four great 
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divisions of insurance—life, fire, marine, and casualty, have all shown tremendous 

growth. 
Dicx, B. The romance of marine insurance. Econ. World, Nov. 27, 1920. Pp. 8. 

History, development of types of vessels, salvage operations, calculation of rates. 


Drarizr, W. H. Conditions of success in developing an insurance business in South 
American countries. Econ. World, Dec. 4, 1920. Conditions of doing business, 
prospects, etc., in the more important countries. 


Fisxz, H. Life inswrance investments: what, where and why? Econ. World, Dec. 
11, 1920. Pp. 8. Controlling principle is first safety, second income. Also to be 
considered are need of public, needs of localities where policy-holders reside, 
needs of government bodies, needs of policyholders themselves. 


Fiynyn, B. D. The effect of the war wpon the development of social insurance in 
this country. Proc. Cas. Act. Stat. Soc., May 28, 1920, Pp. 8 Higher wages and 
improved condition of workers makes social insurance unnecessary. 


Harris, H. J. British national health insurance act of May, 1920. Mo. Labor Rev., 
Sept., 1920. Pp. 11. Provisions of act and summary of operations, 


Horrman, F. L. Some problems in the evolution of life insurance. Econ. World, 
Nov. 27, 1920. Pp. 3. Discusses objections to social insurance, great importance 
of investments, health conservation, promotion of thrift, woman’s activities in in- 
surance, lessons of the war, United States war risk system. 


Micuart, C. E. Why the employers of Virginia rejected monopolistic state fund 
workmen’s compensation insurance. Econ. World, Nov. 20, 1920. Pp. 3. Em- 
ployers stated to be dissatisfied with results obtained by other state funds, 


Micuetsacuer, G. F. The technique of rate making as illustrated by the 1920 
national revision of workmen’s compensation rates. Proc. Cas. Act. Stat. Soc., 
May 28, 1920. Pp. 49. Detailed description of methods used in 1920 revision. 


Mowsray, A. H. The actuarial problems of the 1920 national revision of work- 
men’s compensation insurance rates and the solutions developed by the actuarial 
committee of the national cowncil. Proc. Cas. Act. Stat. Soc. May 28, 1920. Pp. 
35. Outstanding features were: Change in method of combining experience and 
transplanting the selected basic pure premiums into state pure premiums; de- 
velopment of statistical projection from earlier years of issue to conditions of 
more recent date. 


Wurrney, A. W. The various systems of workmen’s compensation insurance from 
the standpoint of cost, service, and security. Econ. World, Oct. 16, 1920. Pp. 4. 
Not desirable for the state to enter the field. Competitive institutions best serve 
society in this field. 

WiuuiaMs, F. M. Service, security, and cost under different systems of workmen's 
compensation. Econ. World, Oct. 2, 1920. Pp. 2. Description of the Connecticut 
system. 

The new unemployment insurance act of Great Britain. Econ. World, Oct. 30, 
1920. Pp. 2. Summary of provisions of act of August 9, 1920. 


New York City employees’ retirement system. City Record, Nov. 5, 1920. Pp. 7. 
Mortality and service tables, and employees’ contribution rates. 


Pension system for Milwaukee city employees. Library Journ., Sept. 1, 1990. Pp. 2. 
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Pauperism, Charities, and Relief Measures 
(Abstracts by George B. Mangold) 
Burien, E. J. Standards of child placing and supervision. Cath. Charities Rev., 
Nov., 1920. Pp. 6. Describes the plan followed by the Catholic Home Bureau of 


New York and, in some detail, the standards that should be recognized by child 
placing agencies. 


Cyprian, E. Charity during the first three centuries of the Christian era. Cath. 
Charities Rev., Nov., 1920. Pp. 5. The subject-matter of this article depends on 
the writings of the early church fathers. It appears that much charitable work 
was carried on and that the relation between Christianity and charity was very 
close. Discrimination in relief giving became a matter of policy about the third 
century. 


Fevokae, E, L’assistance publique 4 Paris. L’Econ. Frang., Oct. 30, 1920. Pp. 3. 
A brief account of the budget of public philanthropy in Paris for the year 1920. 
Comparisons are made with the previous year and the more important items are 
discussed with particular reference to the results to be obtained. 


Jones, L. City Mother's Bureau of Los Angeles. Nat. Munic. Rev., Aug., 1920. 
The work consists primarily in dealing with boys and girls in danger of becoming 
delinquents, by using informal ways and endeavoring in each case to map out a 
program for the benefit of the child, Several cities have followed the example of 
Los Angeles, Other cities, however, are attempting to apply the city mother idea 
without establishing a separate bureau. Office machinery is less important than 
the application of the city mother idea. 


Ketso, R. W. Endorsement of charities *y chambers of commerce. Nat. Munic. 
Rev., Mar., 1920, Pp. 4. 


Waccaman, M. T. Labor colonies for the feeble-minded. Mo. Labor Rev., Sept., 
1920. Pp. 8. A short account of the progress that has been made in employing 
high grade mental defectives. The experiment in Massachusetts has been par- 
ticularly successful. In the girl’s colony in New York the cost of maintenance 
has been reduced about two thirds. The experience of several states indicates | 
that further development along these lines is possible. 


Administration of the poor law. Charity Organ. Rev., Oct., 1920. Pp. 5. Pauper- 
ism in England seems to have declined. The proportion of persons receiving re- 
lief fell from 26.7 per thousand of the population in 1896 to 15 in 1920. One 
effect has been to leave vacant a number of poor law institutions. A considerable 
decrease in vagrancy is also noted. Many children, however, remain in the alms- 
houses and the administration of outdoor relief is still unsatisfactory. 


NOTES 


Since December 1, the following names have been added to the member- 
ship of the American Economic AssociaTION: 

Ash, B. F., Longlothe, Pa. 

Babcock, H. E., 103 Harvard Place, Ithaca, N. Y. 

Berridge, William A., Wadsworth House, Cambridge, Mass, 

Bradford, Ernest S., 12 Argyle Ave., New Rochelle, N. Y. 

Brooks, R. P., University of Georgia, Athens, Ga. 

Brown, Dorothy M., 36 Paradise Read, Northampton, Mass. 

Butler, R. V. A., Box 214, New Brunswick, N. J. 

Coons, A. G., University of Pennsylvania, Philadelphia, Pa. 

Cunningham, Wallace M., University of Pennsylvania, Philadelphia, Pa. 

Cushing, Morgan B., 4506 Walnut St., Philadelphia, Pa. 

Dye, Earl V., New York University, New York City. 

Einzig, Paul, 4 Bernard St., Russell Sq., London, Eng. 

Eriksen, J.. Det Norike Arberderpartis, Christiania, Norway. 

Fuller, George M., Iowa State College, Ames, Iowa. 

Funkhouser, Leonard A., 451 West 9th St., Erie, Pa. 

Gimbel, L. Richard, 9th and Market Sts., Philadelphia, Pa. 

Harbour, Nina, Vassar College, Poughkeepsie, N. Y. 

Hawkins, George W., Y. M. C. A., Fairmont, W. Va. 

Hobson, Asher, Columbia University, New York City. 

Hoffman, Wright, University of Pennsylvania, Philadelphia, Pa, 

Huston, S. Arthur, 16 E. Biddle St., Baltimore, Md, 

Journey, R. C., Cornell College, Mt. Vernon, Iowa. 

Knight, Paul K., 1814 Harris Trust Bldg., Chicago, Ill. 

McDonough, John E., Dartmouth College, Hanover, N. H. 

Mackie, Robert M., State University of Iowa, Iowa City, Iowa. 

Maling, Ernest H., 151 Pine St., Portland, Maine. 

Martin, C. C., 82 Burling Slip, New York City. 

Matthews, W. O., 23 Scott St., Toronto, Ont., Canada. 

Monroe, James, 830 Common St., New Orleans, La. 

Nelson, Milton N., 402 E. Green St., Champaign, Ill. 

Palmer, Gladys L., Vassar College, Poughkeepsie, N. Y. 

Rene, Pere Lefever, 37 rue Sourts Neuve, Anvers, Belgium. 

Rorty, M. C., 195 Broadway, New York City. 

Schluter, William C., University of Pennsylvania, Philadelphia, Pa, 

Snyder, Carl, 15 Nassau St., New York City. 

Stone, Raleigh W., State University of Iowa, Iowa City, Iowa. 

Swart, J., Colorado College, Colorado Springs, Colo. 

Wallin, Z. B., Ohio State University, Columbus, Ohio. 


Williams College announces the establishment of an Institute of Politics. 
It is planned to bring together in Williamstown for a month or six weeks 
each summer a group of scholars and special students to be addressed by 
experts. There will be round table discussions and facilities for research 
and intensive instruction. The first session will open July 28, 1921. 


In the spring of 1920 John D. Rockefeller, Jr., contributed to Bryn 
Mawr College the sum of $100,000 toward the instruction in industrial 


a} 


| 

fi 
B 
d 
O 

rf of 


1921] ‘ Notes 1738 


relations under the Carola Woerishoffer Graduate Department of Social 
Economy and Social Research. This contribution, together with an addi- 
tional endowment which is being raised, will establish the Grace H. Dodge 
Foundation, affording training in industrial relations and offering ten schol- 
arships and fellowships of the value of $800 and $500 each, and will also 
maintain the expenses of field work and supervision for this training. In 
this way, the work which was undertaken by the college in codperation with 
the War Council of the National Board of the Young Women’s Christian 
Association has been made permanent. 


A School for Social Service Administration has been established at the 
University of Chicago under the direction of Professor L. C. Marshall. 


Hart Schaffner & Marx prizes have been awarded as follows: Class A, 
first prize $500 to Frank D. Graham, assistant professor of economics at 
Dartmouth College, for a study on “International trade of the United States 
in the greenback period”; Class B, second prize $200 to the fo un- 
dergraduates: H. D. Costigan, of Harvard University, for a study on “Na- 
tionalization of collective bargaining in the men’s clothing industry”; and 
C. T. Steward, of Indiana University, for a study of the “Causes of the 
recent rise in the price of silver.” 


In order to stimulate study of economic problems, the Francis D. Pollak 
Foundation for Economic Research offers three prizes for the best essays 
submitted in 1921: $1,000 open to every one without restriction; $500 open 
to college undergraduates in the United States; $500 open to high school 
students. An essay must contain not more than 10,000 words. The sub- 
jects are: “The part that money plays in economic theory” ; “Causes of un- 
employment and remedies”; “Conditions which determine how much the 
consumer gets for his dollar.” Information may be obtained from Dr. Wil- 
liam T. Foster, Director, Newton 58, Mass. 


The nineteenth annual convention of the American Institute of Banking 
will be held at Minneapolis, July 19-22, 1921. 


At the recent annual meeting of the American Statistical Association the 
following officers were elected: Carroll W. Doten, president; Ernest L. 
Bradford, Louis I. Dublin, William M. Stuart, vice presidents; Raymond 
Pearl, Warren M. Persons, Malcolm C. Rorty, counsellors; Robert E. Chad- 
dock, secretary-treasurer; Horace L. Wheeler, librarian; and William F. 
Ogburn, editor. 


There has been deposited in the University of Chicago library the library 
of the late Professor Charles R. Henderson. This contains over 6,000 items. 


The National Tax Association offers early volumes of its Proceedings at 
a nominal price of 50 cents each or 30 cents when more than one volume is 
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ordered. Address A. E. Holcomb, Treasurer, 195 Broadway, New York 
City. 

D. Appleton and Company announce for immediate publication Economic 
Development of the United States, by Isaac Lippincott, 


The Ronald Press Company, New York, has begun the publication of a 
monthly journal entitled Administration, devoted to business analysis and 
control. 


The Research and Statistical Department of the First National Bank of 
St. Louis is publishing a monthly circular entitled Review of Business and 
Financial Conditions, which contains suggestive material. 


The London School of Economics is publishing a new journal entitled 
Economica. This will appear triennially (7s. 6d. per year, 2s. 6d. each) un- 
der the editorship of professors Wallas, Bowley, and Cannan. 


The International Institute of Agriculture announces that the Statistical 
Bulletin, which until now has been published monthly, will, beginning with 
January, 1921, be divided into three sections to be issued at different in- 
tervals during the month. 


Instituts Solvay has revived publication of Revue de L’Institut de Soci- 
ologie, a journal which before the war was one of the most helpful for a 
record of current literature. Address: Pare Léopold, Bruxelles. 
Appointments and Resignations 

Mr. Benjamin H. Beckhart, who last year was in the Federal Reserve 
Bank of New York, is now instructor in economics and social institutions 
in Princeton University. 


Professor Holmes Beckwith, formerly at Colorado College, is professor 
of insurance and finance, in charge of those departments, in the School of 
Business Administration at Syracuse University. 


Professor R. G. Blakey, of the University of Minnesota, has been made 
president of the Minnesota State Tax Association. 


Professor E. L. Bogart, of the University of Illinois, has been appointed 
a member of a Committee on Free Zones and Free Ports of the Chamber of 
Commerce of the United States of America. Last summer he was chair- 
man of a United States Commission on Port Congestion in Havana ap- 
pointed to codperate with a similar commission of the Cuban government to 
relieve the serious shipping situation in Havana harbor. 


Miss Gladys Boone has been elected instructor on the Grace H. Dodge 
Foundation in the Carola Woerishoffer Graduate Department of Social 
Economy and Social Research, Bryn Mawr College. 
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Professor Ezra Bowen, formerly associate professor in the College of 
Business Administration, Lehigh University, has been appointed professor 
and head of the department of economics at Lafayette College. 


Mr. Lloyd M. Cosgrave is assistant professor of economics at Carnegie 
Institute of Technology. 


Dr. W. W. Cumberland, who is on leave of absence from the University 
of Minnesota, has joined the Department of State as assistant foreign trade 
adviser. 


Mr. J. Franklin Ebersole, of the University of Minnesota, has been made 
assistant federal reserve agent for the ninth district. He will continue, 
however, to give courses in finance at the university. 


Mr. H. M. Eliot, formerly at the Texas Agricultural College, is farm 
management demonstrator of the extension service, and also teaches agri- 
cultural economics, at Michigan Agricultural College. 


Professor F. A. Fetter, of Princeton University, is chairman of the Com- 
mittee on Good Citizenship, of the State Council, which is undertaking a 
large program of active work for child welfare in New Jersey. 


Mr. M. G. Glaeser, of the University of Wisconsin, has been placed in 
charge of an investigation by a committee in Milwaukee known as the Pub- 
lic Utilities Acquisition Committee to report upon a future plan of adjusting 
local public utility relations. 


Dr. Joseph M. Gillman is acting head of the department of economics and 
sociology at the University of Arkansas. 


Mr. Ernest S. Griffith, Rhodes Scholar from New York State, is for the 
present year instructor in economics and social institutions in Princeton Uni- 
versity. 


Miss Olga L. Halsey is instructor of economics and sociology at Welles- 
ley College. 


Mr. Seymour Harris is instructor in economics and social institutions in 
Princeton University. 

Dr. Augustus W. Hayes is instructor in sociology in the School of Social 
Science of Tulane University and assistant in rural organization in the 
Gulf Division of the American Red Cross. 


Professor E. A. Heilman, of Drake University, has been appointed assis- 
tant professor of accounting at the University of Minnesota. 


Professor Stanley E. Howard, of Princeton University, assisted by Mr. 
C. S. Tippetts and Mr. A.- F. Lucas, is giving a course in the elements of 


accounting to a group of employees of the Guaranty Trust Company, New 
York City. 
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